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CONTACT 
What Government Is Doing 
Is Important to You 


Wuy is it that America’s Informed 
Leaders, its responsible executives, its 
leaders in civic and national enterprises 
are following more attentively than 
ever the daily record of the Government 
as it appears in The United States Daily? 


pe especially in the present situation, an ac- 


curate record of governmental action is of vital im- 


portance. 


. 


Because The United States Daily prints this infor- 


mation without personal or political bias; without the 
color of editorial opinion and with its authority plainly 
stated for every piece of information given. 

From the content of The United States Daily you 
can form your own judgment as to the significance of 
what is happening, or likely to happen. Here you will 
find facts—stripped of rumor and gossip—facts which 
today must become our chief reliance in the conduct of 


our affairs, public or private. 
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An Act to provide revenue, equalize taxation, and for other purposes. 
Be it enacted by the Senate and House of Representatives of the United States of America in Congress 
assembled,-That this Act, divided into titles and sections according to the following Table of Contents, may 


be cited as the ““Revenue 


Act of 1932”: 


TABLE OF CONTENTS Sec. 162. Net income. TITLE III—GIFT TAX 
TITLE I—INCOME TAX Sec. 163. Credits against net income. Sec. 501. Imposition of tax. 

Subtitle A—Introductory Provisions. Sec. 164. Different taxable years. Sec. 502. Computation of tax. 
Sec. 1. Application of title. Sec. 165. Employees’ trusts. Sec. 503. Transfer for less’ than ade-| 
Sec. 2. Cross references. Sec. 166. Revocable trusts. quate and full consideration. 
Sec. 3. Classification of provisions. on. a. Ouratas oat due <oe: Ber, St set pitts: 

i xpayers. + 106. . ec. ; uctions. 
SBTITLE BGENERAL snovanice Sec. 169. Net losses. Sec. 506. Gifts made in property. 

SUB Part IaMetes of Tax Sec. 170. Taxes of foreign countries and| sec. 507. Return:. 
possessions of United States. Sec. 508. Records and special returns 
ls. . 
_ a ee Supplement F—Partnerships Sec. 509. Payment of tax. 
Sec. 13. Tax on corporations. Sec. 181. Partnership not taxable. ~~ | Sec. 510. Lien for tax. 
Sec. 14. Taxable period embracing years| Sec. 182. Tax of partners. Sec. 511. Examination of return and | 
ith different laws Sec. 183. Computation of partnership | determination of tax. 
ae . income. Sec. 512. Definition of deficiency. 
— a tae of Net Income Sec. 184. Credits against net income. ‘ a. aa Assessment and collection of 
ae ; Sec. 185. Earned income. eficiencies. 

Séc. 22. Gross inocme. : Sec. 186. Capital net gains and losses.| Sec. 514. Jeopardy assessments. 
Sec. 23. Deductions from gross income. | gece. 187. Net losses. Sec. 515. Claims in abatement. 
Sec. 24. Items ,not deductible. Sec. 188. Taxes of foreign countries and| Sec. 516. Bankruptcy and receiverships. 


Sec. 25. Credits of 
net income. 

Sec. 26. Credits of corporation against 
net income. | 
Part 11I—Credits Against Tax 
Sec. 31. Taxes of foreign countries and | 

possessions of United States. 
Sec. 32. Taxes withheld at source. 
Sec. 33. Erroneous payments. 
Part IV—Accounting Periods and Methods | 
of Accounting 
Sec. 41. General rule. 
Sec. 42. Period in which items of gross 
income included. 
Sec. 43. Period for which deductions and | 
credits taken. 
Sec. 44. Installment basis. 
Sec. 45. Allocation of income and de- 
ductions. 
Sec. 46. Change of accounting period. 
Sec. 47. Returns for a period of less 
than twelve months. 
Part V—Returns and Payment of Tax 
Sec. 51. Individual returns. 
Sec. 52. Corporation returns. 
Sec. 53. Time and place for filing re- 
turns. 
Sec. 54. 
Sec. 55. 


individual against 


Records and special returns. 
Publicity of- returns. 
Sec. 56. Payment of tax. 
Sec. 57. Examination of return and de- 
termination of tax. 
Sec. 58. Additions to tax and penalties. 
Sec. 59. Administrative proceedings. 
Part Vi—Miscellaneous Provisions 


Sec. 61. Laws made applicable. 
Sec. 62. Rules and regulations. 
Sec. 63. Taxes in lieu of taxes under 1928 
Act. ~ : 
Sec. 64. Short title. 
Sec. 65. Effective date of title. 
SUBTITLE C—SUPPLEMENTAL PROVI- 
SIONS 
Supplement. A—Rates of Tax 
Sec. 101. Capital net gains and losses, 
Sec. 102. Sale of mines and oil or gas 
wells. 
Sec. 103. Exemptions from tax on cor- 
porations. 
Sec. 104. Accumulation of surplus to 
evade surtaxes. 
Sec. 105. Taxable period 
years with different laws. 
Supplement B—Computation of Net 
Income 
Sec. 111. Determination of amount of 
gain or loss. 


embracing 


possessions of United States. 
Sec. 189. Partnership returns. 


Supplement G—Insurance Companies 
Sec. 201. Tax on life insurance compa- 
nies. 

Sec. 202. Gross income of life insurance 


| companies. 

Sec. 203. Net income of life insurance 
companies. 

Sec. 204. Insurance companies other 


than life or mutual. 

See-*.05.. Net losses. 

Sec. 206. Taxes of foreign countries and | 

possessions of the United States. 

Sec. 207. Computation of gross income. 

Sec. 208. Mutual insurance companies 

other than life. 

Supplement H—Nonresident Alien Indi- | 
viduals 

Normal tax. 

Gross income. 

Deductions. 

Credits against net income. 

Allowance of deductions and 


Sec. 
Sec. 
Sec. 
Sec. 214. 
Sec. 215. 
credits. 

Sec. 216. 


211. 
212. 
213. 


Credits against tax. 

Sec. 217. Returns. 

Sec. 218. Payment of tax. 

Supplement I—Foreign Corporations 

Sec. 231. Gross income. 

. Sec. 232. Deductions. 

Sec. 233. Allowance of deductions and 
credits. 
Sec. 234. 
Sec. 235. 
Sec. 236. 


Credits against tax. 

Returns. 

Payment of tax. 

Sec. 237. Foreign insurance companies. 
Sec. 238. Affiliation. 


sessment and collection. 
statute. 

of failure to file return. 
of deficiency. 


ments. 


ments. 


of nonpayment. 


ship. 





Supplement J—Possessions of the United 
States 
Sec. 251. Income from sources within 
| possessions of United States. 
Sec. 252. Citizens of possessions 
United States. 
Supplement K—China Trade Act Cor- 
porations 
Sec. 261. Credit against net income. 
Sec. 262. Credits against the tax. 
Sec. 263. .Affiliation. 

Sec. 264. Income of shareholders. 
Supplement L—Assessment and Collec- 
tion of Deficiencies 

Sec: Definition of deficiency. 

Sec. Procedure in general. 

Sec. Jeopardy assessments. 

Sec. 274. Bankruptcy and receiverships. 
Sec. 275. Period of limitation-upon as- 


of 


271. 
272. 
273. 





Sec. 112. Recognition of gain or loss. 

Sec. 113. Adjusted basis for determin- 
ing gain or loss. 

Sec. 114. Basis for depreciation and de- 
pletion. 

Sec. 115. 

Sec. 116. 


Disttibutions by corporations. 
Exclusions from gross income. 
Sec. 117. Net Josses. 
Sec. 118. Loss from wash sales of stock 
or securities. 


Sec. 119. Income from sources within 


United States. 


Sec. 120. Unlimited deduction for char- 


itable and other contributions. 
Supplement €—Credits Against Tax 


Sec. 131. Taxés of foreign countries and 


ssions of United States. 
Sec. 132. Payments under 1928 Act. 
Supplement D—Returns and Payment 
- of Tax 

Sec. 141. 
rations. 

Sec. 142. 

Sec. 143. 

Sec. 144. 
come tax at source. 

Sec. 145. Penalties. 


Fiduciary returns. 


Sec. 146. Closing by Commissioner of 


taxable year. 
Sec. 147. Information at source. 
Sec. 148. Information by corporations. 
Sec. 149. Returns of brokers. 
Sec. 150. Collection of foreign items. 


Supplement E—Estates and Trusts 


- Sec.. 161. Imposition. of tax. . 





Consolidated returns of corpo- 


Withholding of tax at source. 
Payment of corporation in- 


sessment and collection. 
Sec. 276. Same—Exceptions. 
Sec. 277. Suspension of 
statute. 


Supplement ot and Additions to 


running of 


‘ax 

Sec. 291. Failure to file return. 

Sec. 292. Interest on deficiencies. 

Sec. 293. Additions to the tax in case 
of deficiency. 

Sec. 294; Additions to the tax in case 
of nonpayment. ~ 

Sec. 295: ‘Time ‘extended for payment of 
tax shown on return. 


deficiency. 


Sec. .297. Interest in case of- jeopardy 


assessments. 
Sec, 298. Bankruptcy and receiverships. 


Sec. 299. Removal of property or de- 


parture from United States. 


Supplement N—Claims Against Trans- 
ferees and Fiduciaries 
Sec. 311. Transferred assets. 


ship. 
Supplement O—Overpayments 


Sec. 321. Overpayment of installment. 
Sec. 322. Refunds and credits. 


TITLE II—ADDITIONAL ESTATE TAX 


Sec. 401. Imposition of tax. 

Sec, 402. Credits against tax. 

Sec. 403. Assessment, collection, 
|payment of tax. 


Sec, 296. Time extended for payment of| » 


Sec. 312. Notice of fiduciary relation- 


and 


Sec.-517. Period of limitation upon as-| 


Sec. 518. Suspension of running of 


Sec. 519. Additions to the tax in case 
Sec. 520. Additions to the tax in case) 
Sec. 521. Interest on extended pay- 


Sec. 522. Interest on deficiencies. 
Sec. 523. Interest on jeopardy assess- | 


Sec. 524. Additions to the tax in case 
525. 


526. 
527. 


Penalties. 
Transferred assets. 
Notice of fiduciary relation-| 


Sec. 
Sec. 
Sec. 


528. 
529. 
530. 


Sec. 
Sec. 
Sec. 


Refunds and credits. 
Laws made applicable. 
Rules and regulations. 
Sec. 531. Definitions. 
Sec. 532. Short title. 
Title IV—Manufacturers’ Excise Taxes 
Sec. 
Sec. 
Sec. 
Sec. 
Sec. 
Sec. 
Sec. 
ete. 
Sec. 
tors. 


601. Excise taxes on certain articles. | 
602:~Tax on tires and inner tubes. | 
603. Tax on toilet preparations, etc. 
604. Tax on_{urs. 

605. Tax on jewelry, etc. 

606. Tax on automobiles, etc. 
607. Tax on radio receiving sets, 


608. Tax on mechanical refrigera- 


June 7, 1932 


Part VII—Tax on Boats 
Sec. 761. Tax on use of boats. 
Part VIII—Administrative Provisions 
Sec. 771. Payment of taxes. 
Sec. 772. Refunds and credits. 
Sec. 773. Regulations. 
Sec. 774. Applicability of administrative 


| provisions. 


TITLE VI—ESTATE TAX AMENDMENTS 


Sec. 801. Credit of gift tax on estate 
tax. 

Sec. 802. 80 per centum credit. 

Sec. 803. Future interests. 

Sec. 804. Relinquishment of dower, etc., 
as consideration. 

Sec. 805. Deductions. 

Sec. 806. Prior taxed property. 

Sec. 807. Deduction of bequests, etc., to 
charity. 
Sec. 808. 
Sec. 809. 


Extension of time for payment. 
Lien for taxes. 
Sec. 810. Refunds. 
Sec. 811. Future interests—Extension of 
time for payment of tax. 
TITLE VII—TAX ON TRANSFERS TO 
AVOID INCOME TAX 


901. Imposition of tax. 

902. Nontaxable transfers. 

Sec. 903. Definition of “Foreign Trust.” 

Sec. 904. Payment and collection. 
TITLE VIII—POSTAL RATES 

Sec. 1001. Postal rates. 


. TITLE IX—ADMINISTRATIVE AND . 
GENERAL PROVISIONS 

Sec. 1101. Review of decisions of Board 
of Tax Appeals. 

Sec. 1102. Board of Tax Appeats—Fees. 

Sec. 1103. Limitation on suits of tax- 
payer. 

Sec. 1104. Date of allowance of refund 
or credit. 

Sec. 1105. Jeopardy assessment. 

Sec. 1106. Refunds of miscellaneous 


Sec. 
Sec. 


| taxes. 


Sec. 1107. Adjustments of carriers’ lia- 
bilities to conform to recapture payments. 

Sec. 1108. Limitation on prosecutions 
for internal revenue offenses. 





Sec. 609. 
Sec. 610. 
cartridges. 
Sec. 611. 
Sec. 612. 
Sec. 613. 
Sec. 614. 
Sec. 615. 
Sec. 616. 
Sec. 617. 
Sec. 618. 


Tax on sporting goods. 
Tax on firearms, shells, and 


Tax on cameras. 
Tax on matches. 
Tax on candy. 
Tax on chewing gum. 
Tax on soft drinks. 
Tax on electrical energy. 
Tax on gasoline. 
Definition of sale. 

Sec. 619. Sale price. 

,Sec. 620. Sale of articles for further 
manufacture. 

Sec. 621. Credits and refunds. 

Sec. 622. Use by manufacturer, 
ducer, or importer. 

Sec. 623. Sales by others than manu- 
facturer, producer, or importer. 

Sec. 624.) Exemption’ ‘of articles’ manu- 
factured or produced by Indians. 

Sec. 625. Contracts prior to May 1, 1932. 

Sec. 626. Return and payment of manu- 
facturers’ taxes. 

Sec. 627. Applicability of administrative 
provisions. 

Sec. 628. Rules and regulations. 

Sec. 629. Effective date. 


TITLE V—MISCELLANEOUS TAXES 


Part I—Tax on Telegraph, Telephone, 
Radio, and Cable Facilities 


Sec. 701. Imposition. 


pro- 


Sec. 702. Returns and payments of tax. 


Part Il—Admissions Tax 

Sec, 711. Admissions.tax, 
Part I1I—Stamp ‘Taxes 

Se 721. 


i 722. 


etc. 

Sec. 723. Stamp tax on transfer of 
stocks, etc. 

Sec. 724. Stamp tax on transfer of 
bonds, etc. 

Sec. 725. Stamp tax on conveyances. 

Sec. 726. Stamp tax on sales of produce 
for future delivery. 


Part IV—Tax on Transportation of Oil 


by Pipe Line 


Sec. 731: Tax on transportation of oil 


by pipe line. 
Part V—Tax on Leases of Safe Deposit 
Boxes 


Sec. 741. Tax on leases of safe deposit 


boxes. 
Part VI—Tax on Checks, Etc. 
Sec. 751. Tax on checks, etc. 


Stamp tax on issues of bonds, 


Stamp tax on issues of stocks, 


Sec. 1109. Special disbursing agents of 
Treasury. 

Sec. 1110. Refund of taxes for taxable 
year 1918. 

Sec. 1111. Definitions. 

Sec. 1112. Separability clause. 

Sec. 1113. Effective date of Act. 


Title I—_Income Tax 


Subtitle A—Introductory 
Provisions 
Sec 1. Application of Title. 


The provisions of this title shall apply 
only to the taxable year 1932 and suc- 
ceeding taxable years. Income, war- 
profits, and excess-profits taxes for taxable 
years preceding the taxable year 1932 shall 
not be affected by the provisions of this 
title, but shall remain subject to the ap- 
plicable provisions of prior revenue Acts, 
except as such provisions are modified by 
Title IX of this Act or by legislation en- 
acted subsequent to this Act. 

Sec. 2. Cross References 

The cross references in this title to other 
portions of the title, where the word “see” 
is used, are made only for convenience, 
and shall be given no legal effect. 


Sec. 3. Classification of Provisions 


The provisions of this title are herein 
classified and designated as— 
SUBTITLE A—INTRODUCTORY PRO- 

VISIONS, 

SUBTITLE B—GENERAL PROVISIONS, 
DIVIDED INTO PARTS AND 
SECTIONS, 

SUBTITLE C—SUPPLEMENTAL PRO-« 
VISIONS, DIVIDED INTO SUPPLE- 
MENTS AND SECTIONS. 


Sec. 4. Special Classes of Taxpayers 


The application of the General Pro- 
visions and of Supplements A to D, in- 
clusive, to each of the following special 
classes of taxpayers, shall be subject to 
the exceptions and additional provisions 
found in the Supplement applicable to 
such class, as follows: 

(a) Estates and trusts and the bene- 
ficiaries thereof,—Supplement E. 

(b) Members of partnerships,—Supple- 
ment P. 

(c) Insurance 





companies,—Supplement 


(d) Nonresident alien individuals,—Sup- 
plement H. 

(e) Foreign corporations,—Supple- 
ment I. 

(f) Individual citizens of any possession 
of the United States who are not other- 
wise citizens of the United States gnd 
o2>* <3 ; ae 





‘ 


who are not residents of the United 
States,—Supplement_ J. 

(g) Individual citizens of the United 
States or domestic corporations, satisfying 
the conditions of section 251 by reason of 
deriving a large portion of their gross 
income from sources within a possession 
of the United States,—Supplement J. 

(h) China Trade Act corporations,— 
Supplement K. 


Subtitle B—General Pro- 


visions 


Part I—Rates of Tax 


Sec. 11. Normal Tax on Individuals 

There shall be levied, collected, and paid 
for each texable year upon the net income 
of every individual a normal tax equal to| 
the sum of the following: 

(a) 4 per centum of the first $4,000 of 


upon net incomes in excess of $70,000 and 
not in excess of $72,000, 33 per centum in 
addition of such excess. 3 

$11,120 upon net incomes of $72,000; and 
upon net incomes in excess of $72,000 and 
not in excess of $74,000, 34 per centum in| 
addition of such excess. 

$11,800 upon net incomes of $74,000; and 
upon net incomes in excess of $74,000 and | 
not in excess of $76,000, 35 per centum in| 
addition of such excess. 

$12,500 upon net incomes of $76,000; and | 
upon net incomes in excess of $76,000 and | 
not in excess of $78,000, 36 per centum in| 
addition of such excess. 

$13,220 upon net incomes of $78,000; and 
upon net incomes in excess of $78,000 and 
not in excess of $80,000, 37 per centum in 
addition of such excess. | 

$13,960 upon net incomes of $80,000; and | 
upon net incomes in excess of $80,000 and} 
not in excess of $82,000, 38 per centum in 


addition of such excess. 

$14,720 upon net incomes of $82,000; and 
} upon net incomes in excess of $82,000 and 
|} not in excess of $84,000, 39 per centum in} 
addition of such excess. 


the amount of the net income in excess 
of the credits against net income provided 
in section 25; and 

(b) 8 per centum of the remainder of 
such excess amount. 
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cluded in gross income; and all Acts fixing 
the compensation of such Presidents and 
judges are hereby amended accordingly. 

(b) Exclusions from Gross Income.—The 
fotlowing items shall not be included in 
gross income and shall be exempt from 
taxation under this title: 

(1) Life Insurance.—Amounts received 
under a life insurance contract paid by 
reason of the death of the insured, 
whether in a single sum or in install- 
ments (but if such amounts are held by 
the insurer under an agreement to pay in- 
terest thereon, the interest payments shall 
be included in gross income); 

(2) Annuities, Etc—Amounts received 
(other than amounts paid by reason of the 
death of the insured and interest pay- 
ments on such amounts) under a life in-- 
surance, endowment, or annuity contract, 
but if such amounts (when added to 
amounts received before the taxable year} 
under such contract) exceed the aggre-| 
gate premiums or consideration paid 
(whether or not paid during the taxable 
year) then the excess shall be included in} 





its taxes imposed by the authority of the 
United States; 

(2) imcome, war-profits, and excess-prof- 
its taxes imposed by the authority of any 
foreign country or possession of the United 
States; but this deduction shall be allowed 
in the case of a taxpayer who does not 
signify in his return his desire to have to 
any extent the benefits of section 131 (re- 
lating to credit for taxes of foreign coun- 
tries and possessions of the United States) ; 
and 

(3) taxes assessed against local benefits 
of a kind tending to increase the value of 
the property assessed; but this paragraph 
shall not exclude the allowance as a de- 
duction of so much of such taxes as is 
properly allocable to maintenance or in- 
‘terest charges. ig 
For the purpose .of this subsection, es- 
tate, inheritance, ‘legacy, and succession 
taxes accrue on the due date thereof, ex- 
cept as otherwise provided by the law of 
the jurisdiction imposing such taxes, and 
shall be allowed as a deduction only to the 
estate. 





Sec. 12. Surtax on Individuals 

(a) Rates of Surtax.—There shall be) 
levied, collected, and paid for each tax-)| 
able year upon the net income of every 
individual a surtax as follows: 

Upon a net income of $6,000 there shall 
be no surtax; upon net incomes in excess | 
of $6,000 and not in excess of $10,000, 1 
per centum of such excess. 

$40 upon net incomes of $10,000; and 
upon net incomes in excess of $10,000 and 
not in excess of $12,000, 2 per centum in 
addition of such excess. 

$80 upon net incomes of $12,000; and) 
upon net incomes in excess of $12,000 and | 
not in excess of $14,000, 3 per centum in 
addition of such excess 

$140 upon net incomes of $14,000; and | 
upon net incomes in excess of $14,000 and 
not in excess of $16,000, 4 per centum in 
addition of such excess. 

$220 upon net incomes of $16,000; and | 
upon net incomes in excess of $16,000 and 
not in excess of $18,000, 5 per centum in 
addition of such excess. 

$320 upon net incomes of $18,000; and 
upon net incomes in excess of $18,000 and | 
not in excess of $20,000, 6 per centum in| 
addition of such excess. 

$440 upon net incomes of $20,000; and 
upon net incomes in excess of $20,000 and | 
not in excess of $22,000, 8 per centum in| 
addition of such excess. 

$600 upon net incomes of $22,000; and 
upon net incomes in excess of $22,000 and | 
not in excess of $24,000, 9 per centum in 
addition of such excess. So 

$780 upon net incomes of $24.000; and 
upon net incomes in excess of $24,000 and | 
not in excess of $26,000, 10 per centum in | 
addition of such excess. } 

$980 upon net incomes of $26,000; and 
upon net incomes in excess of $26,000 and 
not in excess of $28,000, 11 per centum in 





$15,500 upon net incomes of $84,000; and | 8TOSS income. In the case of a transfer 
upon net incomes in excess of $84,000 and| for a valuabie consideration, by assign- 
not in excess of $86,000, 40 per centum in| ment or otherwise, of a life insurance, en- 
addition of such excess. |dowment, or annuity contract, or any in- 
$16,300 upon net incomes of $86,000; and| terest therein, only the actual value of 
upon net incomes in excess of $86,000 and| such consideration and the amount of the 
not in excess of $88,000, 41 per centum in| premiums and other sums subsequently 
addition of such excess. | paid by the transferee shall be exempt 
$17,120 upon net incomes of $88,000; and fyom taxation under paragraph (1) or this 
upon net incomes in excess of $88,000 and paragraph; 
not in excess of $90,000, 42 per centum in| (3) Gifts, Bequests, and Devises.—The 
addition of such excess. value of property acquired by gift, bequest, 
$17,960 upon net incomes of $90,000; and| devise, or inheritance (but the income 
upon net incomes in excess of $90,000 and| from such property shall be included in 
gross income); 


not in excess of $92,000, 43 per centum in} 
addition of such excess. (4) Tax-free Interest.—Interest upon 


$18,820 upon net incomes of $92,000; and) (A) the obligations of a State, Territory, or | 
upon net incomes in excess of $92,000 and| any political subdivision thereof, or the } 


not in excess of $94,000, 44 per centum in| pistrict of Columbia; or (B) securities is- 
addition of such excess. |sued under the provisions of the Federal 

$19,700 upon net incomes of $94,000; and| Farm Loan Act, or under the provisions of 
upen net incomes in excess of $94,000 and! such Act as amended; or (C) the obliga- 
not in excess of $96,000, 45 per centum in| tions of the United States or its posses- 
addition of such excess. |sions. Every person owning any of the ob- 


$20,600 upon net incomes of $96,000; and | jigations or securities enumerated in clause 
upon net incomes in excess of $96,000 and (A), (B), or (C) shall, in the return re- 


not in excess of $98,000, 46 per. centum in| 


addition of such excess. 
$21,520 upon net incomes of $98,000; and 
upon net incomes in excess of $98,000 and 


|quired by this title, submit a statement 
|showing the number and amount of such 


| (ad) Taxes of Shareholder Paid by Cor- 
poration.—The deductior for taxes allowed 
| by subsection (c) shall b> altowed to a cor- 
poration in the case of taxes imposed upon 
|@ Shareholder of the corporation upon his 
| interest as shareholder which are paid by 
the corporation without rejmbursement 
from the shareholder, but in such cases no 
deduction shall be allowed the shareholder 
for the amount of such taxes. 
| (e) Losses by Individuals—Subject to 
the limitations provided in subsection (r) 
for this section, in the case of an individual, 
losses sustained during the taxable year 
| and not compensated for by insurance or 
| otherwise— 

(1) if incurred in trade or business; or 

(2) if incurred in any transaction en- 
tered into for profit, though not connected 
with the rade or business; or 

(3) of property not connected with the 
| trade or business, if the loss arises from 
fires, storms, shipwreck, or other casualty, 
or from theft. No %oss shall be allowed 
as a deduction under this paragraph if at 
the time of the filing of the return such 
loss has been claimed as a deduction for 


= tax purposes in the estate tax re- 
urn. 





\and the income received therefrom, in such | 


obligations and securities owned by him | 
(f) Losses by Corporations.—Subject to 


not in excess of $100,000, 47 per centum in} form and with such information as the | the limitations provided in subsection (r) 


addition of such excess. | 

$22,460 upon net incomer of $100,000; and 
upon net incomes in excess of $109,000 and | 
not in excess of $150,000, 48 per centum in 
addition of such excess. ~ | 

$46,460 upon net incomes of $150,000; an 
upon net incomes in excess of $150,000 and 
not in excess of $200,000, 49 per centum in 
addition of such excess. 

$70.960 upon net incomes of $200,000; and 
upon net incomes in excess of $200,000 and 
not in excess of $300,000, 50 per centum in} 
addition of such excess. 


Commissioner may require. In the case of | Of this section, in the case of a corpora- 
obligations of the United States issued | tion, losses sustained during the taxable 
after Sept. 1, 1917 (other than postal sav- | year and not compensated for by insur- 
ings certificates of deposit), the interest ance or otherwise. 
shall be exempt only if and to the extent| (g) Basis for Determining Los’. — The 
provided in the respects Acts authorizing basis for determining the amount of de- 
the issue thereof as amended and supple- | duction for losses sustained, to be allowed 
mented, and shall be excluded from gross | under subsection (e) or (f), shall be the 
income only if and te the extent it is| adjusted basis provided in section 113(b) 
wholly exempt to the taxpayer from the | for determining the gain or loss from the 
taxes imposed by this title; _ W | Sale or other disposition of property. 

(5) Compensation for Injuries or Sick-| (yh) Loss on Wash Sales of Stock or Se- 


addition of such excess. }\ $120,960 upon net incomes of $300,000; 


| ness.—Amounts received, through accident | oyrities —For di S x 
or health insurance or under workmen’s ; r disallowance of loss deduc 


$1,200 upon net incomes of $28,000; and 
upon net incomes in excess of $28,000 and 
not in excess of $30,000, 12 per centum in 
addition of such excess. | 

$1,440 upon net incomes of $30,000; and 
upon net incomes in excess of $30,000 and | 
not in excess of $32,000, 13 per centum in| 
addition of such excess. 

$1,700 upon net incomes of $32,000; and 
upon net incomes in excess of $32,000 and 


and upon net incomes in excess of $300,000 
and not in excess of $40C,000, 51 per cen- 
tum in addition of such excess. 

$171,960 upon net incomes of $400,000: 
and upon net incomes in excess of $400,000 


| and not in excess of $500,000, 52 per cen-| 


tum in addition of such excess. 
$223,960 upon net incomes of $500,000: 


| and upon net incomes ir excess of $500,000| furnished to a mi 


and not in excess of $750,000, 53 per cen- 


tum in addition of such excess. 

$356,460 upon net incomes of $750,000: 
and upon net incomes in excess of $750,000 
and not in excess of $1,000,000, 54 per cen-| 


not in excess of $36,000, 15 per centum in 
addition of such excess. 
$2,300 upon net incomes of $36,000; and | 


upon net incomes in excess of $36,000 and 
not in excess of $38,000, 16 per centum in | 
addition of such excess. 

$2,620 upon net incomes of $38,000; and 
upon net incomes in excess of $38,000 and 
not in excess of $40,000, 17 per centum in 
addition of such excess. | 

$2,960 upon net incomes of $40,000; and 
upon net incomes in excess of $40,000 and 
not in excess of $42,000, 18 per centum in| 
addition of such excess. 

$3,320 upon net incomes of $42,000; and 
upon net incomes in excess of $42,000 and 
not in excess of $44,000, 19 per centum in! 
addition of such excess. | 

$3,700 upon net incomes of $44,000; and 
upon net incomes in excess of $44,000 an? 
not in excess of $46,000, 20 per centum in 
addition of such excess. 

$4,100 upon net incomes of $46,000; and | 
upon net incomes in excess of $46,000 and 
not in excess of $48,000, 21 per centum in 
addition of such excess. 

$4,520 upon net incomes of $48,000; and 
upon net incomes in excess of $48,000 and | 
not in excess of $50,000, 22 per centum |! 
in addition of such excess. 

$4,960 upon net incomes of $50,000; and | 
upon net incomes in excess of $50,000 and | 
not in excess of $52,000, 23 per centum in 
addition of such excess. 

$5,420 upon net incomes of $52,000; and 
upon net incomes in excess of $52,000 and 
not in excess of $54,000, 24 per centum in 
addition of such excess. | 

$5,900 upon net incomes of $54,000; and | 
upon net incomes in excess of $54,000 and 
not in excess of $56,000, 25 per centum in 


| cess. 


| collected, and paid for each taxable year 


tum in addition of such excess. | 

$491,460 upon net Incomes of $1,000,000; | 
and upon net incomes in excess of $1,000,- | 
000, 55 per‘centum in addition of such ex- 


(b) Saxe of Mines and Oil or Gas Wells. | 
—For limitation of surtax attributable to! 
sale of mines and oil or gas wells, see sec-| 
tion 102. 

(c) Capital Net Gains and Losses.—For | 
rate and computation of tax in lieu of| 
normal and surtax in case of net incomes 
of not less than $16,000, approximately, or 
in case of net incomes, excluding items of 
capital gain, capital loss, and capital de- 
ductions, of not less thar $16,000, approxi- 
mately, see section 101. 

_ (da) Evasion of Surtaxes by Incorpora- 
tion.—For tax on corporations which ac- 
cumulate surplus to evade surtax on stogk- | 
mans, a98 section 104. 

- 13. Tax on Corporations 
(a) Rate of Tax.—There shall be levied, 


| 





upon the net income of every corporation, 
a tax of 13% per centum of the amount} 
of the net income in excess of the credit | 
against net income provided in section 26. | 
. (b) Exempt Corporations.—For corpora- 
tions exempt from tax, see section 103. 

(c) Improper Accumulation of Surplus. 
—For tax on corporations which accumu- | 
late surplus to evade surtax on stock-| 
holders, see section 104. 

Sec. 14. Taxable Period Embracing 

Years With Different Laws 

If a taxable period embraces porttons of | 
two calendar years for which the laws are 
different, the tax shall be computed as 


addition of such excess. | 
$6,400 upon net incomes of $56,000; and | 
upon net incomes in excess of $56,000 and | 
not in excess of $58,000, 26 per centum in| 
addition of such excess. 
$6,920 upon net incomes of $58,000; and 
upon net incomes in excess of $58,000 and 


provided in section 105. 


Part II—Computation of Net 
Income. 


compensation acts, as comperisation for 
{personal injuries or sickness, plus the 
'amount of any damages received whether 
by suit or agreement on account of such 
injuries or sickness; 

| (6) Ministers—The rental value of a 
| dwelling house and appurtenances thereof 


part of his compensation; 

(7) Miscellaneous Items.—The following | 
items, to the extent provided in section | 
116: 

Earned income from sources without the 
United States; 

Salaries of certain Territorial employees; 

The income of foreign governments; 

Income of States, municipalities and 
other political subdivisions; 

Receipts of shipowners’ mutual protec- 
tion and indemnity associations; 

Dividends from China Trade Act cor- 
porations. - 

(c) Inventories——Whenever in the opin- 
ion of the Commissioner the use of inven- 
tories is necessary in order clearly to de- 
termine the income of any taxpayer, in- 
ventories shall be taken by such taxpayer 
upon such basis as the Commissioner, with 
the approval of the Secretary, may pre- 
scribe as conforming as nearly as may be 
to the best accounting practice in the 
trade or business and as most clearly re- 
flecting the income. : 

(d) Distributions by Corporations.—Dis- 
tributions by corporations shall be taxable 


to the shareholders as provided in ‘section | 


115. 

(e) Determination of Gain or Loss.—In 
the case of a sale or other disposition of 
property, the gain or loss shall be com- 


puted as provided in sections 111, 112, and 


113. 


(f) Gross Income from Sources Within | 


and Without United States—For compu- 

tation of gross income from sources within 

and without the United States, see sec- 

tion 119. 

Sec. 23. Deductions From Gross. Income 
In computing net income there shall be 


| allowed as deductions: 


(a) Expenses.—All the ordinary and nec- 
essary expenses paid or incurred during, 
the taxable year in carrying on any trade) 
or business, including a reasonab%e allow- 
ance for salaries or other compensation for 





nister of the gospel as | 


; tion in the case of sales of stock or se- 
|curities where within 30 days before or 
| after the date of the sale the taxpayer has 
| acquired substantially identical property, 
see section 118. 


| (i) Net Losses—The special deduction 
| for net losses of a prior year, to the extent 
| provided in section 117. 

(j) Bad Debts——Debts ascertained to be 
worthless and charged off within the tax- 
able year (or, in the discretion of the Com- 
missioner, a reasonable addition to a re- 
serve for bad debts); and when satisfied 
} that a debt is recoverable only in part, the 
| Commissioner may allow such debt, in an 
|amount not in excess of the part charged 


re within the taxable year, as a deduc- 
| tion. 


| 

| (k) Depreciation. — A reasonable allow- 
| ance for the exhaustion, wear and tear of 
| property used in the trade or business, in- 


| cluding a reasonable allowance for obso- 


‘lescence. In the case of property held ‘by 
one person for life with remainder to an- 
other person, the deduction shall be com- 
puted as if the life tenant were the abso- 
lute owner of the property and shall be. 
allowed to the life tenant. In the case of 
| Property held in trust the allowable deduc- 
| tion shall be apportioned between the in- 
come beneficiaries and the trustee in ac- 
cordance with the pertinent provisions of 
the instrument creating the trust, or, in 
the absence of such provisions, on the ba- 
sis of the trust income allocable to each. 

() ‘Depletion——In the case of mines, oil 
and gas wells, other natural deposits, and 
| timber, a reasonable allowance for deple- 
tion and for depreciation of improvements, 
according to the peculiar conditions in each 
case; such reasonable allowance in all 
cases to be made under rules and regula- 
tions to be prescribed by the Commis- 
| sioner, with the approval of the Secretary. 
In any case in which it is ascertained as a 
result of operations or of development 
work that the recoverable units are 
| greater or less than the prior estimate 
| thereof, then such prior estimate ‘(but not 
| the basis for depletion) ‘shall be revised 
and the allowance under this subsection 
for subsequent taxable years shall be based 
upon such revised estimate. In the case 
of leases the deductions shall be equitably 
apportioned between the lessor and lessee. 


personal services actually rendered, travel-| In the case of property held by one persort 
ing expenses (ineluding the entire amount | for life with remainder to another person, 


not in excess of $60,000, 27 per centum in 
addition of such excess. 

$7,460 upon net incomes of $60,000; and 
upon net incomes in excess of $60,000 and 
not in excess of $62,000, 28 per centum in 
addition of such excess. 

$8,020 upon net incomes of $62,000; and 


upon net incomes in excess of $62,000 and | 


not in excess of $64,000, 29 per centum in 
addition of such excess. 


$8,600 upon net incomes of $64,000; and | vocations, trades, businesses, commerce, or 


upon net incomes in excess of $64,000 and 
not in excess of $66,000, 30 per centum in 
addition of such excess. 

$9,200 upon net incomes of $66,000; and 
upon net incomes in excess of $66,000 and 
not in excess of $68,000, 31 per centum in 
addition of such excess. 

$9,820 upon net incomes of $68,000; and 


upon net incomes in excess of $68,000 and | 


not in excess of $70,000, 32 per centum in 
addition of such excess. 


| computed under section 22, tess the deduc- 


Sec. 21. Net Income 
“Net income” means the gross incomé 


tions allowed by sectior 23. 

Sec. 22. Gross Income 
_ (a) General Definitior.—‘Gross income” 
includes gains, profits, and income derived 


from salaries, wages, or compensation for | 


personal service, of whatever kind and in 
whatever form paid, or from professions, 


sales, or dealings in property, whether real 
or personal, growing out of the ownership 
or use of or interest in such property; also 
from interest, rent, dividends, securities, 
or the transaction of any business carried 


on for gain or profit, or gains or profits! 


and income derived from any source 
whatever. In the case of Presidents of the 
United States and judges of courts of the 
the United: States taking office after the 





$10,460 upon net incomes of $70,000; and 


date of the enactment of this Act, the 


expended for meals and lodging) while 
away from home in th2 pursuit of a trade 
| or business; and rentals or other payments 
required to be made as a condition to the 
continued use or possession, for purposes 
of the trade or business, of property to 
| which the taxpayer has not taken or is not 
| taking title or in which he has no equity. 
| (b) Interest.—All interest paid or ac- 
| crued within the taxable year on indebted- 
ness, except (1) on indebtedness incurred 
or continued to purchase or carry obliga~ 
tions or securities (other than obligations 
of the United States issued after Sept. 24, 
| 1917, and originally subscribed for by the 
| taxpayer) the interest, upon which is 
wholly exempt from the taxes imposed by 
this title, or (2) on indebtedness incurred 
or continued in connection with the pur- 
chasing or carrying of an annuity. 

(c) Taxes Generally.—Taxes paid or ac- 
crued within the taxable year, except— 





compensation received as such shali-be in+- 


(1) income, war-profits, and excess-prof<. 


| the deduction shall be computed as if the 
life tenant were the absolute owner of the 
| property and shall be allowed to the life 

tenant. In the case of property held in 
| trust the allowable deduction shall be ap- 
| portioned between the income beneficiaries 
}and the trustee im accordance with the 
| pertinent provisions of the instrument cre- 
| ating the trust, or, in the absence of such 
| provisions, on the basis of the trust income 

allocable to each. (For percentage deple- 
| tion, see section 114(b) (3) and (4).) 

'(m) Basis for Depreciation and Deple- 
| tion.—The basis upon which depletion, ex- 
| haustion, wear and tear..and obsolescence 
are to be allowed in respect of any prop- 
} erty shall be as provided in section 114. 

(n) Charitable and Other Contributions. 
|—In the case of an individual, contribu- 
| tions or gifts made within the taxable 
year to or for the use of: 

(1) the United States, any State, Ter- 
| ritory, or.any. political subdivision thereof, 















or the District of Columbia, for exclusively 
public purposes; 

(2) a corporation, or trust, or commu- 
nity chest, fund, or foundation, organized 
and operated exclusively for religious, 
charitable, scientific, literary, or educa- 
tional purposes, or for the prevention of 
cruelty to children or animals, no part of 
the net earnings of which inures to the 
benefit of any private shareholder or in- 
dividual; 

(3) the special fund for vocational re- 
habilitation authorized by section 12 of the 
World War Veterans’ ‘Act, 1924: 

(4) posts or organizations of war vet- 
erans, or auxiliary units or societies of any 
such posts or organizations, if such posts, 
organizations, units, or societies are or- 
ganized in the United States or any of 
its possessions, and if no part of their net 
earnings inures to the benefit of any pri- 
vate shareholder or individual; or 

(5) a fraternal society, order, or associa- 
tion, operating under the lodge system, 
but only if such contributions or gifts are 
to be used exclusively for religious, char- 
itable, scientific, literary, or educational 
purposes, or for the prevention of cruelty 
to children or animals; to an amount 
which in all the above cases combined 
does not exceed 15 per centum of the tax- 
payer’s net income as computed without 
the benefit of this subsection. Such con- 
tributions or gifts shall be allowable as 
deductions only if verified under rules and 
regulations prescribed by the Commis- 
sioner, with the approval of the Secretary. 
(For unlimited deduction if contributions 
and gifts exceed 90 per centum of the net 
income, see section 120.) 


(o) Future Expenses in Case of Casual 
Sales of Real Property—In the case of a 
casual sale or other casual disposition of 
real property by an individual, a reason- 
able allowance for future expense liabili- 
ties, incurred under the provisions of the 
contract under which such sale or other 
disposition was made, under such regula- 
tions as the Commissioner, with the ap- 
proval of the Secretary, may prescribe, in- 
cluding the giving of a bond, with such 
sureties and in such sum (not less than 
the estimated tax liability computed with- 
out the benefit of this subsection) as the 
Commissioner may require, conditioned 
upon the payment (notwithstanding any 
statute of limitations) of the tax, com- 
puted without the benefit of this subsec- 
tion, in respect of any amounts allowed 
as a deduction under this subsection and 
not actually expended in carrying out the 
provisions of such contract. 

(p) Dividends Received by Corporations. 
—tIn the case of a corporation, the amount 
received as dividends— 

(1) from a domestic corporation which 
4s subject to taxation under this title, or 

(2) from any foreign corporation when 
it is shown to the satisfaction of the Com- 
missioner that more than 50 per centum of 
te gross income of such foreign corpora- 
tion for the. three-year period ending with 
the close of its taxable year preceding the 
declaration of such dividtnds (or for such 
part of such period as the foreign corpora- 
tion has been in existence) was derived 
from sources within the United States as 
determined under section 119. 


The deduction allowed by this subsection 
shal: not be allowed in respect of dividends 
received from a corporation organized un- 
der the China Trade Act, 1922, or from a 
corporation which under section 251 is 
taxable only on its gross income from 
sources within the United States by reaSon 
of its receiving a large percentage of its 
gross income from sources within a posses- 
sion of the United States. 

(qa) Pension Trusts.— An employer es- 
tablishing or maintaining a pension trust 
to provide for the payment of reasonable 
pensions to his employees (if such trust is 
exempt from tax under section 165, relat- 
ing to trusts created for the exclusive ben- 
efit of employees) shall be allowed as a de- 
duction (in addition to the contributions 
to such trust during the taxable year to 
cover the pension liability accruing during 
the year, allowed as a deduction under 
subsection (a) of this section) a reasonable 
amount transferred or paid into such trust 
during the taxable year in excess of such 
contributions, but only if such amount (1) 
has not theretofore been allowable as a 
deduction, and (2) is apportioned in equal 
parts over a period of 10 consecutive years 
beginning with the year in which the trans- 
fer or payment is made. Any deduction 
allowable under section 23(q) of the Reve- 
nue Act of 1928 which under such section 
was apportioned to any taxable year subse- 
quent to the taxable year 1931 shall be al- 
lowed as a deduction in the years to which 
so apportioned to the extent allowable un- 
der such section if it had remained in 
force with respect to such year. 

(r) Limitation on Stock Losses.— 

(1) Losses from sales or exchanges of 
stocks and bonds (as defined in subsection 
(t) of this section) which are not capital 
assets (as defined in section 101) shall be 




















allowed only to the extent of the gains. 


from such sales or exchanges (including 
gains which may be derived by a taxpayer 
from’ the retirement of his own obliga- 
tions). 

(2) Losses disallowed as a deduction by 
paragraph (1), computed without regard 
to any losses sustained during the preced- 
ing taxable year, shall, to an amount not 
in excess of the taxpayer’s net income for 
the taxable year, be considered for the 
purposes of this title as losses sustained 
in the succeeding taxable year from sales 
or exchanges of stocks or bonds which are 
not capital assets. 

(3) This subsection shall not apply to a 
dealer in securities (as to stocks and bonds 
acquired for resale to customers) in re- 
spect of transactions in the ordinary 
course of his business, nor to a bank or 
trust company incorporated under the laws 
of the United States or of any State or 
Territory, nor to persons carrying on: the 
banking business (where the receipt of de- 
posits constitutes a major part of such 
-business) in respect of transactions in the 
ordinary course of such banking business. 

(s) Same—Short Sales.—For the pur- 
-poses of this -title, gains or losses (A) 
‘from short sales of stocks and bonds, or 












Revenue Act of 1932 


| thereof), with interest coupons or in reg- 


































































(B) attributable to privileges or options 
to buy or sell such stocks and bonds, or 
(C) from sales or exchanges of such pri- 
vileges or options, shall be considered as 
gains or losses from sales or exchanges of 
stocks or bonds which are not capita?) 
assets. 

(t) Definition of Stocks and Bonds.— 
As used in subsections (r) and (s), the 
term “stocks and bonds” means (1) shares 
of stock in any corporation, or (2) rights) 
to subscribe for or to receive such shares, 
or (3) bonds, debentures, notes, or cer- 
tificates or other evidences of indebted- 
ness, issued by any corporation (other 
than a government or political subdivision 


istered form, or (4) certificates of profit, 
or of interest in property or accumula- 
tion thereof for which an allowance is or 
organization holding or dealing in any of 
the instruments mentioned or described 
in this subsection, regardless of whether 
or not such investment trust or similar} 
organization constitutes a corporation | 
within the meaning of this Act. 
Sec. 24. Items Not Deductible 
(a) General Rule—In computing net} 
income no deduction shall in any case} 
be allowed in respect of— 
(1) Personal, living, or 
penses; 


| 

(2) Any amount paid out for new} 

buildings or for pefmanent improvements | 

or betterments made to increase the value 
of any property or estate; 


(3) Any amount expended in restoring 
property or in making good the exhaus- 
tion hereof for which an allowance is or 
has been made; or 


(4) Premiums paid on any life insur- 
ance policy covering the life of any officer 
or employee, or of any person financially 
interested in. any trade or business carried 
on by the taxpayer, when the taxpayer 
is directly or indirectly a beneficiary un- 
der such policy. 

(b) Holders of Life or Terminable In- 
terest—Amounts paid under the laws of 
any State, Territory, District of Columbia, 
possession of the United States, or foreign 
country as income to the holder of a life 
or terminable interest acquired by ‘gift, 
bequest, or inheritance shall not be re- 
duced or diminished by any deduction for 
shrinkage (by whatever name called) in! 
the value of such interest due to the 
lapse of time, nor by any deduction al- 
lowed by this Act (except the deductions 
provided for in subsections (k) and (1) 
of section 23) for the purpose of com- 
puting the net income of an estate or 
trust but not allowed under the laws of 
such State, Territory, District of Colum- 
bia, possession of the United States, or 
foreign country for the purpose of com- 
puting the income to which such holder 
is entitled. 

(c) Tax Withheld on Tax-free Cove- 
nant Bonds.—For tax withheld on tax- 
free covenant bonds, see section 143 (a) (3). 


Sec, 25. Credits of Individual Against 
Net Income. 


There shall be allowed for the purpose 
of the normal tax, but not for the surtax, 
the following credits against the net in- 
income: 

(a) Dividends——The amount received 
as dividends— 


_ (1) From a domestic corporation which 
is subject to taxation under this title, or 


(2) From a foreign corporation when 
it is shown to the satisfaction of the Com- 
missioner that more than 50 per centum 
of the gross income of such foreign cor- 
poration for the three-year period ending 
with the close of its taxable year pre- 
ceding the declaration of such dividends 
(or for such part of such period as the 
corporation has been in existence) was 
derived from sources within the United 
States as determined under the provisions 
of section 119. 


The credit allowed by this subsection 
shall not be allowed in respect of divi- 
dends received from a corporation organ- 


family ex- 


from a corporation which under section 
251 is taxable only on its gross income 
from sources within the United States by 
reason of its receiving a large percentage 


a possession of the United States. 

(b) 
tions.—The amount received as interest 
upon obligations of the United States 


section 22. 


(c) Personal Exemption—In the case 
of a single person, a personal exemption 
of $1,000; or in the case of the head of 
a family or a married person living with 
husband or wife, a personal exemption 
of $2,500. A husband and wife living to- 
gether shall receive but one personal ex- 
emption. The amount of such personal 
exemption shall be $2,500. If such hus- 
band and wife make separate returns, 
the personal exemption may be taken by 
either or divided between them. 


(ad) Credit for Dependents.—$400 for 
each person (other than husband or wife) 
dependent upon and receiving his chief 
support from the taxpayer if such depend- 
ent person is under eighteen years of age 
or is incapable of self-support because 
mentally or physically defective. 


(e) Change of Status.—If the status of | 
the taxpayer, in so far as it affects the| 
personal exemption or credit for depend-| 
ents, changes during the taxable year,| 
the personal exemption and credit shall} 
be apportioned, under rules and regula-| 
tions prescribed by the Commissioner with | 
the approval of the Secretary, in accord- 
ance with the number of months before 
and after such change. For the purpose 
of such apportionment a fractional part | 
of a month shall be disregarded unless it} 
amounts to more than half a month in 
which case it shall be considered as a 


5 


i 


the United States which is included in| State, and whether or not affitiated) 
gross income under section 22. owned or controlled directly or indirectly 


by the same interests, the Commissioner is 
Part 11]—Credits Against Tax | authorized to distribute, apportion, or allo- 
Sec. 31. Taxes of Foreign Countries and} 


cate gross income or deductions between 
Possessions of United States 


or among such trades or businesses, if he 
The amount of income, war-profits, and 


credit against the tax of overpayments 


|for in this title shall be taken for the 
|taxable year in which “paid or accrued” 


ized under the China Trade Act, 1922, or | 


of its gross income from sources within | 


Interest on United States Obliga-| 


which is included in gross income under | 


determines that such distribution, appor- 
tionment, or allocation is necessary in 
excess-profits taxes imposed by foreign 
countries or possessions of the United 
States shall be allowed as a credit against 
the tax, to the extent provided in sec- 
tion 131. 

Sec. 32. Taxes Withheld at Source 
The amount of tax withheld at the) 
source under section 143 shall be allowed | 
as a credit against the tax. 

Sec. 33. Erroneous Payments 

(a) Credit for Overpayments. — For 
of taxes imposed by this title for other 
taxable years, see section 322. 

(b) Fiscal Year Ending in 1932.—For| 
credit against the tax of amounts of tax} 
paid for a fiscal year beginning in 1931) 
and ending in 1932, see section 132. 


Part IV—Accounting Periods 


and Methods of Accounting 
Sec. 41. General Rule 


The net income shall be computed upon | 
the basis of the taxpayer’s annual ac-| 
counting period (fiscal year or calendar 
year, as the case may be) in accordance 
with the method of accounting regularly 
employed in keeping the books of such} 
taxpayer; but if no such method of ac- | 
counting has been so employed, or if| 
the method employed does not clearly re- 
flect the income, the computation shall 
be made in accordance with such method | 
as in the opinion of the Commissioner 
does clearly reflect the: income. If the 
taxpayer’s annual accounting period is 
other than a fiscal year as defined in sec- 
tion 48 or if the taxpayer has no annual 
accounting period,or does not keep books, 
the net income shall be computed on the 
basis of the calendar year. (For use of) 
inventories, see section 22 (c).) 

Sec. 42. Period in Which Items of Gross 
Income Included 


The amount of all items of gross in- 
come shall be included in the gross in- 
come for the taxable year in which re- 
ceived by the taxpayer, unless, under} 
methods of accounting permitted under | 
section 41, any such amounts are to be 
properly accounted for as of a different 
period. 

Sec. 43. Period for Which Deductions 

And Credits Taken 


The deductions and credits provided | 


or “paid or incurred,” dependent upon the 
method of accounting upon the basis of 
which the net income is computed, unless 
in order to clearly reflect the income the 
deductions or credits should be taken 
as of a different period. 


Sec. 44. Installment Basis 


(a) Dealers in Personal Property.— 
Under regulations prescribed by the Com- 
missioner with the approval of the Sec- 
retary, a person who regularly sells or 
otherwise disposes of personal property 
on the installment plan may return as 
income therefrom in any taxable year 
that proportion of the installment pay- 


the gross profit realized or to be realized 
when payment is completed, bears to the 
total contract price. 

(b) Sales of Realty and Casual Sales of 


sale or other casual disposition of personal 
property (other than property of a kind 
which would property be included in the 
inventory of the taxpayer if on hand at 
the close of the taxable year), for a price 
exceeding $1,000, or (2) of a sale or other 
disposition of real property, if in either 
case the initial payments do not exceed 
40 per centum of the selling price, the in- 
come may, under regulations prescribed by 
the Commissioner with the approval of the 
| Secretary, be returned on the basis and in 
the manner above prescribed in this sec- 
tion. As used in this section the term 
“initial payments” means the payments re- 
ceived in cash or property other than evi- 
dences of indebtedness of the purchaser 
during the taxable period in which the sale 
or other disposition is made. 

(c) Change from Accrual to Installment 
Basis.—If a taxpayer entitled to the bene- 
fits of subsection (a) elects for any taxabite 
year to report his net income on the in- 
stallment basis, then in computing his in- 
come for the year of change or any subse- 
quent year, amounts actually received dur- 
ing any such year on account of sales or 
other dispositions of property made in apy 
prior year shall not be excluded. 

(d) Gain or Loss Upon Disposition of 
Installment Obligations.—If an installment 
obligation is satisfied at other than its face 
value or distributed, transmitted, sold, or 
otherwise disposed of, gain or loss shall re- 
sult to the extent of the difference between 
the basis of the obligation and (1) in ‘the 
case of satisfaction at other than face 
value or a sale or exchange—the amount 
realized, or (2) in case of a distribution, 
transmission, or disposition otherwise than 
by sale or exchange—the fair market value 
of the obligation at the time of such dis- 
tribution, transmission, or disposition. The 
basis of the obligation shall be the excess 
of the face value of the obtigation over an 
amount equal to the income which would 
be returnable were the obligation satis- 
fied in full. This subsection shall not ap- 
ply to the transmission at death of in- 
stallment obligations if there is filed with 
the Commissioner, at such time as he may 
by regulation prescribe, a bond in such 
amount and with such sureties as he may 
deem necessary, conditioned upon the re- 
turn as income, by the person receiving 
any payment on such obligations, of the 
same proportion of such payment as would 
be returnable as income by the decedent 


| 
| 
| 





month. 
Sec. 26. Credits of Corporation Against 
Net Income. 
For the purpose only of the tax im- 
posed by section 13 there shall be allowed 


if he had lived and had received such pay- 
ment. 


Sec. 45. Allocation of Income and 
Deductions 


In any case of two or more trades or 








as a credit against net income the amount 
received as. interest upon» obligations of 


+ 





ments actually received in that year which | 


Personalty.—In the case (1) of a casual) 


order to prevent evasion of taxes or clearly 
to reflect the income of any of such trades 
or businesses. 
Sec. 46. Change of Accounting 
Period 
If a taxpayer changes his accounting 
period from fiscal year to calendar year, 
from calendar year to fiscal year, or from 
one fiscal year to another, the net income 
shall, with the approval of the Commis- 
sioner, be computed on the basis of such 
new accounting period, subject to the pro- 
visions of section 47. 
Sec. 47. Returns for a Period of Less 
Than Twelve Months 
(a) Returns for Short Period Resulting 
From Change of Accounting Period.—If a 
taxpayer, with the approval of the Com- 
missioner, changes the basis of comput- 
ing net income from fiscal year to calendar 


| year a separate return shall be made for 


the period between the close of the last 
fiscal year for which return was made and 
the following December 31. If the change 
is from calendar year to fiscal year, a 
separate return shall be made for the 
period between the close of the last cal- 
endar year for which return was made 
and the date designed as the close of the 
fiscal year. If the change is from one 
fiscal year to another fiscal year a sep- 
arate return shall be made for the period 
between the close of the former fiscal 
year and the date designated as the close 
of the new fiscal year. 

(b) Income Computed on Basis of Short 
Period.—Where a separate return is made 
under subsection (a) on account of a 
change in the accounting period, and in 
all other cases where a separate return is 
required or permitted, by regulations pre- 
scribed by the Commissioner with the ap- 
proval of the Secretary, to be made for a 
fractional part of a year, then the income 
shall be computed on the basis of the 
period for which separate return is made. 
(c) Income Placed on Annual Basis.— 
If a separate return is made under sub- 
section (a) on account of a change in the 
accounting period, the net income, com- 
puted or the basis of the period for which 
separate return is made, shall be placed 
on an annual basis by multiplying the 
amount thereof by twelve and dividing by 
the number of months included in the 
period for which the separate return is 
made. The tax sha%l be such part of the 
tax computed on such annual basis as the 
|number of months in such period is of 
twelve months. 

(d) Capital Net Gains and Losses— 
Earned Income.—The Commissioner with 
| the approval of the Secretary shall by 
| regulations prescribe the method of ap- 
| plying the provisions of subsections (b) 
and (c) (relating to computing income on 
the basis of a short period, and placing 
| such income on an annua) basis) to cases 
where the taxpayer makes a separate re- 
| turn under subsection (a) on account of 
a change in the accounting period, and it 
| appears that for the period for which the 
| return is so made he has derived a capital 
| net gain, or sustained a capital net loss, or 
| received earned income. 

(e) Reduction of Credits Against Net 
Income.—In the case of a return made for 
a fractional part of a year, except a re- 
turn made under subsection (a), on ac- 
|count of a change in the accounting period, 
the personal exemption and credit for de- 
pendents shall be reduced respeéctivety to 
amounts which bear the same ratio to the 
full credits provided as the number of 
months in the period for which return 
is made bears to twelve months. 

(f) Closing of Taxable Year in Case of 
Jeopardy.—For closing of taxable year in 
case of jeopardy, see section 146. 

Sec. 48. Definitions 

When used in this title— 

(a) Taxable Year—‘Taxable year” 
means the calendar year, or the fiscal 
year ending during such calendar year, 
|upon the basis of which the net income 
is computed under this Part. “Taxable 
year” inctudes, in the case of a return 
made for a fractional part of a year under 
the provisions of this title or under regu- 
lations prescribed by the Commissioner 
with the approval of the Secretary, the 
period for which such return is made. 
The first taxable year, to be called the 
taxable year 1932, shall be the calendar 
year 1932 or any fiscal year ending during 
the calendar year 1932. : ie 

(b) Fiscal Year.—Fiscal year” means 
an accounting period of twelve months 
ending %n the last day of any month other 
than December. 

(c) Paid, Incurred, Accrued.—The terms 
“paid or incurred” and “paid or accrued” 
shal} be construed accoreirg to the method 
of accounting upon the basis of which the 
net income is computed under this Part. 


Part V—Returns and Payment 


of Tax 
Sec. 51. Individual Returns 

(a) Requirement.—The following  in- 
dividuals shall each make under oath a re- 
turn stating specifically the items of his 
gross income and the deductions and 
credits allowed under this title— 

(1) Every individual having a net in- 
come for the taxable year of $1,000 or 
over, if single, or if married and not living 
with husband or wife; 

(2) Every individual having a net in- 
come for the taxable year of $2,500 or 
over, if married and living with husband 
or wife; and : 

(3) Every individual having a gross in- 
come for the taxable year of $5,000 or over, 
regardless of the amount of his net income. 

(b) Husband and Wife.—If a husband 
and wife living together have an aggre- 
gate net income for the taxable year of 
$2,500 or over, Or an aggregate gross in- 
come for such year of $5,090 or over— 

(1) Each shall make such a return, or 

(2) The income of each shall be included 
in a single joint return, in which case the 
tax shall be computed on the aggregate 


| 
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businesses (whether or not incorporated, 


whether or not organized in the United 


income. 


(ec), Persons Under Disahility.—If the 


taxpayer is unable to make his own return, 
the return shall be made by a duly author- 
ized agent or by the guardian or other 
person charged with the care of the per- 
son or property of such taxpayer. 

(d) Fiduciaries—For returns to be made 
by fiduciaries, see section 142. 

Sec. 52. Corporation Returns 

(a) Requirement.— Every corporation 
subject to taxation under this title shall 
make a return, stating specifically the 
items of its gross income and the deduc- 
tions and credits allowed by this title. The 
return shall be sworn to by the president, 
vice president, or other principal officer 
and by the treasurer or assistant treasurer. 
In cases where receivers, trustees in bank- 
ruptecy, or assignees are operating the 
property or business of corporations, such 
receivers, trustees, or assignees shall make 
returns for such corporations in the same 
manner and form as corporations are re- 
quired to make returns. Any tax due on 
the basis of such returns made by re- 
ceivers, trustees, or assignees shall be col- 
lected in the same manner as if collected 
from the corporations of whose business 
or property they have custody and control. 

(b). Consolidated Returns.—For provision 
as to consolidated returns of affiliated 
corporations, see section 141. 

Sec. 53. Time and Place for Filing Returns. 

(a) Time for filing — 

(1) General Rule—Returns made on 
the basis of the calendar year shall be 
made on or before the 15th day of March 
following the close of the calendar year. 
Returns made on the basis of a fiscal year 
shall be made on or before the 15th day 





of the third month following the close of 
the fiscal year. 

(2) Extension of Time—The Commis- 
sioner may grant a reasonable extension 
of time for filing returns, under such 
rules and regulations as he shall prescribe 
with the approval of the Secretary. Ex- 
cept in the case of taxpayers who are 
abroad, no such extension shall be for 
more than six months. 

(b) To Whom Return Made.— 

(1) Individuals—Returns (other than 
corporation returns) shall be made to the 
collector for the district in which is located 
the legal residence or principal place of 
business of-the person making the return, 
or, if he has no legal residence or princi- 
pal place of business in the United States, 
then to the collector at Baltimore, Md. 

(2) Corporations.—Returns of corpora- 
tions shall be made to the collector of the 
Gistrict in which is located the principal 
place of business or principal office or 
agency of the corporation, or, if it has no 
principal place of business or principal 
office or agency in the United States, then 
to the collector at Baltimore, Md. 

Sec. 54. Records and Special Returns 

(a) By Taxpayer—Every person liable | 
to any tax imposed by this title or for| 
the collection thereof, shall keep such 
records, render under oath such state-| 
ments, make such returns, and comply 
with such rules and regulations, as the 
’ Commissioner, with the approval of the 
Secretary, may from time to time pre- 
scribe. 

(b) To Determine Liability to Tax— 
Whenever in the judgment of the Com- 
missioner necessary he may require any 
person, by notice served upon him, to 
make a return, render under oath such 
statements, or keep such records, as the 
Commissioner deems sufficient to show 
whether or not such person is liable to 
tax under this title. 

(c) Information at the Source.—For re- 
quirement of statements and returns by 
one person to assist in determining the 
tax liability of another person, see sec- 
tions 147 to 150. 


Sec. 55. Publicity of Returns 


Returns made under this title shall be 
open to inspection in the same manner, to 
the same extent, and subject to the same 
provisions of law, including penalties, as 
returns made under Title II of the Rev- 
enue Act of 1926. 


Sec. 56. Payment of Tax 


(a) Time of Payment.—The ~ total 
amount of tax imposed by this title shall | 
ke paid on the fifteenth day of March| 
following the close of the calendar 
year, or, if the return should be made 
on the basis of a fiscal year, then on the 
fifteenth day of the third month following 
the close of the fiscal year. 

(b) Installment Payments.—The_ tax- 
payer may elect to pay the tax in four 
equal installments, in which case the first 
installment shall be paid on the date pre- 
scribed for the payment of the tax by the 
taxpayer, the second installment shall be 
paid on the fifteenth day of the third 
month, the third installment on the fif- 
teenth day of the sixth month, and the 
fourth installment on the fifteenth day 
of the ninth month, after such date. 
any installment is not paid on or before 
the date fixed for its payment, the whole 
amount of the tax unpaid shall be paid 
upon notice and demand from the 
collector. 

(c) Extension of Time for Payment.— 
At the request of the taxpayer, the Com- 
missioner may extend the time for pay- 
ment of the amount determined as the 
tax by the taxpayer, or any installment 
thereof, for a period not to exceed six 
months from the date prescribed for the 
payment of the tax or an installment 
thereof. In such case the amount in re- 
spect of which the extension is granted 
shall be. paid on or before the date of 
the expiration of the period of. the 
extension. 


If | 


fractional part of a cent shall be disre- 
garded unless it amounts to one-half cent 
or more, in which case it shall be in- 
creased to 1 cent. 

(h) Receipts.—Every collector to whom 
any payment of any income tax is made 
shall upon request give to the person mak- 
ing such payment a full written or printed 
receipt, stating the amount paid and the 
particular account for which such pay- 
ment was made; and whenever any debtor 
pays taxes on account of payments made 
or to be made by him to separate cred- 
itors the collector shall, if requested by 
such debtor, give a separate receipt for 
the tax paid on account of each creditor 
in such form that the debtor can con- 
veniently produce such receipts separately 
to his several creditors in satisfaction of 
their respective demands up to the 
amounts stated in the receipts; and such 
receipt shall be sufficient evidence in favor 
of such debtor to justify him in with- 
holding from his next payment to his 
creditor the amount therein stated; but 
the creditor may, upon giving to his 
debtor a iull written receipt acknowledg- 
ing the payment to him of any sum ac- 
tually paid and accepting the amount of 
tax paid as aforesaid (specifying the) 
samé) as 2 further satisfaction of the debt | 
to that amount, require the surrender to 
him of such collector’s receipt. 

Sec. 57. Examination of Return and De- 
termination of Tax 


As soon as practicable after the return 
is filed the Commissioner shall examine 
it and shall determine the correct amount 
of the tax. 


Sec. 58. Additions to Tax and Penalties | 


‘(a) For additions to the tax in case of 
negligence or fraud in the nonpayment of 
tax or failure to’ file return therefor, see 
Supplement M. 

(b) For criminal penalties for nonpay- | 
ment of tax or failure to file return there- 
for, see section 145. e 

Sec. 59. Administrative Proceedings 


For administrative proceedings in re- 
spect of the nonpayment or overpayment 
of a tax imposed by thi stitle, see as 
follows: , 

(a) Supplement L, relating to assess- 
ment and collection of deficiencies. 

(b) Supplement M, relating to interest 
and additions to tax. 

(c) Supplement N, relating to claims 
against transferees and fiduciaries. 

(d) Supplement O, relating to over- 
payments. 


Part VI—Miscellaneous Pro- 
visions 
Sec. 61. Laws Made Applicable 
All administrative, special, or stamp pro- | 
visions of law, including the law relating 
to the assessment of taxes, so far as appli- 


cable, are hereby extended to and made | 
a part of this title. | 


Sec. 62. Rules and Regulations 


The Commissioner, with the approval of 
the Secretary, shall prescribe and publish 
all needful rules and regulations for the | 
enforcement of this title. 

Sec. 63. Taxes in Lieu of Taxes Under 
1928 Act 

The taxes imposed by this title shall be 
in lieu of the corresponding taxes imposed 
by the sections of the Revenue Act of 
1928 bearing the same numbers. 


Sec. 64. Short Title 

This title may be cited as the “Income 

Tax Act of 1932.” 
Sec. 65. Effective Date of Title 

This title shall take effect as of Jan. 1, 
1932, except that sections 145 and 150, and 
this section, shall take .effect on the en- 
actment of this Act. 


Subtitle C—Supplemental 
Provisions 


Supplement A—Rates of Tax 


{Supplementary to Subtitle B, Part I) 

Sec. 101. Capital Net Gains and Losses 

(a) Tax in Case of Capital Net Gain.— 
In the case of any taxpayer, other than a/| 
corporation, who for any taxable year de- 
rives a capital net gain (as hereinafter de- 
fined in this section), there shall, at the 
election of the taxpayer, be levied, col- | 
lected, and paid, in lieu of all other taxes | 
imposed by this title, a tax determined as | 
follows: A partial tax shall first be com- 
puted upon the basis of the ordinary net 
income at the rates and in the manner as 
if this section had not been enacted and | 
the total tax shall be this amount plus | 
12% per centum of the capital net gain. 
_(b) Tax in Case of Capital Net Loss.— 
In the case of any taxpayer, other than a 
corporation, who for any taxable year sus- 
tains a capital net loss (as hereinafter de- 
fined in this section), there shall be levied, 
collected, and paid, in lieu of all other 
taxes imposed by this title, a tax deter- 
mined as follows: A partial tax shall 
first be computed upon the basis of the 
ordinary net income at the rates and in 
the manner as if this section had not been 
enacted, and the total tax shall be this 
amount minus 12% per centum of the cap- 
ital net loss; but in no case shall the tax 
of a taxpayer who has sustained a capital 
net doss be less than the tax computed 
without regard to the provisions of this 
section. 

(1) “Capital gain” means taxable gain 
from the sale or exchange of capital assets 
consummated after Dec. 31, 1921. 

(2) “Capital loss” means deductible loss 


(d) Voluntary Advance Payment.—A/| resulting from the sale or exchange of 


tax imposed by this title, or any install- 
ment thereof, may be paid, at the election 
of the taxpayer, prior to the date pre- 
scribed for its payment. 

(e) Advance Payment in Case of Jeop- 
ardy.—For advance payment in case of 
jeopardy, see section 146. 

(f) Tax Withheld at Source.—For re- 
quirement of withholding tax at the source 
in the case of nonresident aliens and for- 
eign corporations, and in the case of so- 
called “tax-free covenant bonds,” see sec- 
tions 143 and 144. 





(g) Fractional Parts of Cent——In the 


Capital assets. re 

(3) “Capital deductions” means such de- 
ductions as are allowed by section 23 for 
the purpose of computing net income, and 
are properly allocable to or chargeable 
against capital assets sold or exchanged 
during the taxable year. 

(4) “Ordinary deductions” means the 
deductions allowed by section 23 other 
than capital losses and capital deductions. 

(5) “Capital net gain” means the ex- 
cess of the total amount of capital gain 
over the sum of (A) the capital deductions 
and capital losses, plus (B) the amount, 


payment of any tax under this title ajif any, by which the ordinary deductions 





Revenue Act of 


exceed the gross Income computed without 
including capital gains. 

(6) “Capital net loss” means the excess 
of the sum of the capital losses plus the 
capital deductions over the total amount 
of capital gain. 

(7) “Ordinary net income” means the 
net income, computed in accordance with 
the provisions of this title, after excluding 
all items of capital gain, capital loss, and 
capital deductions. 

(8) “Capital assets” means property held 
by the taxpayer for more than two years 
(whether or not connected with his trade 
or business), but does not include stock 
in trade of the taxpayer or other property 
of a kind which would properly be in- 
cluded in the inventory of the taxpayer 
if on hand at the close of the taxable year, 
or property held by the taxpayer primarily 
for sale in the course of his trade or busi- 
ness. For the purposes of this definition— 

(A) In determining the period for which 
the taxpayer has held property received on 
an exchange there shall be included the 
period for which he held the property ex- 
changed, if under the provisions of section 
113, the property received has, for the pur- 
pose of determining gain or loss from a 
sale or exchange, the same basis in whole 
or in part in his hands as the property 
exchanged. 

(B) In determining the period for which 
the taxpayer has held property, however 
acquired, there shall be included the pe- 
riod for which such property was held by 
any other person, if under the provisions 
of section 113 such property has, for the 
purpose of determining gain or loss from 
a sale or exchange, the same basis in whole 
or in part in his hands as it would have 
in the hands of such other person. 

(C) In determining the period for which 
the taxpayer has held stock or securities 
received upon a distribution where no gain 
is recognized to the distributee under the 
provisions of section 112(g) of this Act or 
the Revenue Act of 1928, there shall be 
included the period for which he held the 
stock or securities in the distributing cor- 
poration prior to the receipt of the stock 
or securities upon such distribution. 

(D) In determining the period for which 
the taxpayer has held stock tr securities 
the acquisition of which (or the contract 
or option to acquire which) resulted in the 
nondeductibility (under section 118 of this 
Act or the Revenue Act of 1928, relating 
to wash sales) of the loss from the sale or 
other disposition of substantially identical 
stock or securities, there shall be included 
the period for which he held the stock or 
securities the loss from the sale or other 
disposition of which was not deductible. 

(d) Collection and Payment of Tax.— 
The total tax determined under subsection 
(a) or (b) shall be collected and paid in 
the same manner, at the same time, and 
subject to the same provisions of law, in- 
os penalties, as other taxes under this 
itle. 

Sec. 102. Sale of Mines and Oil or 

Gas Wells e 


(a) In the case of bona fide sale of 
mines, oil or gas wells, or any interest 
therein, where the principal value of the 
property has been demonstrated by pros- 
pecting or exploration and discovery work 
done by the taxpayer, the portion of the 
tax imposed by section 12 of this title at- 
tributable to such sale shall not exceed 16 
per centum of the selling price of such 
property or interest. , 

(b) For limitation to 12% per centum 
rate of tax, see section 101. 


Sec. 103. Exemptions From Tax on 
Corporations 

The following organizations shall be ex- 
empt from taxation under this title— 

(1) Labor, agricultural, or horticultural 
organizations; 

(2) Mutual savings banks not having a 
capital stock represented by shares; 

(3) Fraternal beneficiary societies, or- 
ders, or associations, (A) operating under 
the lodge system or for the exclusive bene- 
fit of the members of a fraternity itself 
operating under the lodge system; and 
(B) providing for the payment of life, 
sick, accident, or other benefits to the 
members of such society, order, or asso- 
ciation or their dependents; 

_(4) Domestic building and loan asso- 
ciations substantially all the business of 
which is confined to making. loans to 
members; and cooperative banks without 
capital stock organized and operated for 
mutual purposes and without profit; 

(5) Cemetery companies owned and op- 
erated exclusively for the benefit of their 
members or which are not operated for 
profit; and any corporation chartered 
solely for burial purposes as a cemetery 
corporation and not permitted by its char- 
ter to engage in any business not neces- 
sarily incident to that purpose, no part 
of the net earnings of which inures to the 
benefit of any private shareholder or in- 
dividual; 

(6) Corporations, and any community 
chest, fund, or foundation, organized and 
operated exclusively for religious, chari- 
tabie, scientific, literary, or educational 
of trade, not organized for profit and no 
part of the net earnings of which inures 
to the benefit of any private shareholder 
or individual: 

(7) Business leagues, chambers of 
commerce, real-estate boards, or boards 
of trade, not organized for profit and no 
part of the net earnings of which inures 
to the benefit of any private shareholder 
or individual; 

(8) Civic leagues or organizations not 
organized for profit but operated exclu- 
sively for the promotion of social welfare, 
or local associations of employees, the 
membership of which is limited to the 
employees of a designated person or per- 
sons in a particular municipality, and the 
net earnings of which are devoted ex- 
clusively to charitable, educational, or 
recreational purposes; ~ 

(9) Clubs organized and operated ex- 
clusively for pleasure, recreation, and 
other nonprofitable purposes, no part of 
the net earnings of which inures to the 
benefit of any private shareholder; 

(10) Benevolent life insurance associa- 
tions of a purely local character, mutual 
ditch or irrigation companies, mutual or 
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cooperative telephone companies, or like 
organizations; but only if 85 per centum 
or more of the income consists of amounts 
collected from members for the sole pur- 
pose of meeting losses and expenses; 

(11) Farmers’ or other mutual hail, 
cyclone, casualty, or fire insurance com- 
panies or associations (including inter- 
insurers and reciprocal underwriters) the 
income of which is used or held for the 
purpose of paying losses or expenses; 

(12) Farmers’, fruit growers’, or like 
associations organized and operated on 
a@ cooperative basis (a) for the purpose 
of marketing the products of members or 
other producers, and turning back to them 
the proceeds of sales, less the necessary 
marketing expenses, on the basis of either 
the quantity or the value of the products 
furnished by them, or (b) for the pur- 
pose of purchasing supplies and equip- 
ment for the use of members or other 
persons, and turning over such supplies 
and equipment to them at actual cost, 
plus necessary expenses. Exemption shall 
not be denied any such association be- 
cause it has capital stock, if the dividend 
rate of such stock is fixed at not to ex- 
ceed the legal-rate of interest in the State 
of incorporation or 8 per centum per 
annum, whichever is greater, om the value 
of the consideration for which the stock 
was issued, and if substantially all such 
stock (other than nonvoting preferred 
stock, the owners of which are ngt en- 
titled or permitted to participate, directly 
or indirectly, in the profits of the associa- 
tion, upon dissolution or otherwise, be- 
yond the fixed dividends) is owned by 
producers who market their products or 
purchase their supplies and equipment 
through the association; nor shall exemp- 
tion be denied any such association be- 
cause there is accumulated and main- 
tained by it a reserve required by State 
law or a reasonable reserve for any nec- 
essary purpose. Such an association may 
market the products of nonmembers in 
an amount the value of which does not 
exceed the value of the products marketed 
for members, and may purchase supplies 
and equipment for nonmembers in an 
amount the value of which does not ex- 
ceed the value of the supplies and equip- 
ment purchased for members, provided 
tae value of the purchases made for per- 
sons who are neither members nor pro- 
ducers does not exceed 15 per centum 
of the value of all its purchases; 

(13) Corporations organized by an as- 
sociation exempt under the provisions of 
paragraph (12), or members thereof, for 
the purpose of financing the ordinary 
crop operations of such members or other 
producers, and operated in conjunction 
with such association. Exemption shall 
not be denied any such corporation be- 
cause it has capital stock, if the dividend 
rate of such stock is fixed at not to 
exceed the legal rate of interest in the 
State of incorporation or 8 per centum 
per annum, whichever is greater, on the 
value of the consideration for which the 
stock was issued, and if substantially all 
such stock (oth@r than nonvoting pre- 
ferred stock, the owners of which are not 
entitled or permitted to participate, di- 
rectly or indirectly, in the profits of the 
corporation, upon dissolution or otherwise, 
beyond the fixed dividends) is owned by 
such association, or members thereof; nor 
shall exemption be denied any such cor- 
poration because there is accumulated and 
maintained by. it a reserve required by 
State law or a reasonable reserve for 
any necessary purpose; 

(14) Corporations organized for the 
exclusive purpose of holding title to prop- 
erty, collecting income therefrom, and 
turning over the entire amount thereof, 
less expenses, to an organization which 
itself is exempt from the tax imposed by 
this title; 

(15) Federal land banks, national farm- 
loan associations, and Federal intermedi- 
ate credit banks, as provided in the Fed- 
eral Farm Loan Act, as amended; 

(16) Voluntary employees’ beneficiary 
associations providing for the payment of 
life, sick, accident, or other benefits to 
the members of such association or their 
dependents, if (A) no part of their net 
earnings inures (other than through such 
payments) to the benefit of any private 
shareholder or individual, and (B) 85 per 
centum or more of the income consists 
of amounts collected from members for 
the sole purpose of making such pay- 
ments and meeting expenses; 

(17) Teachers’ retirement fund associa- 
tions of a purely local character if (A) 
no part of their net earnings inures (other 
than through payment of retirement bene- 
fits) to the benefit of any private share- 
holder or individual, and (B) the income 
consists solely of amounts received from 
public taxation, amounts received from 
assessments upon the teaching salaries of 
members, and income in respect of in- 
vestments. 

Sec. 104. Accumulation of Surplus to 

Evade Surtaxes 

(a) If any corporation, however created 
or organized, is formed or availed of for 
the purpose of preventing the imposition 
of the surtax upon its shareholders 
through the medium of permitting its 
gains and profits to accumulate instead 
of being divided or distributed, there shall 
be levied, collected, and paid for each tax- 
able year upon the net income of such 
corporation a tax equal to 50 per centum 
of the amount thereof, which shall be in 
addition to the tax imposed by section 13 
and shall be computed, collected, and paid 
upon the same basis and in the same 
manner and subject to the same prod- 
visions of law, including penalties, as 
that tax. 

(b) The fact that amy corporation is 
@ mere holding or investment company, 
or that the gains or profits are permitted 
to accumulate beyond the reasonable 
needs of the business, shall be prima facie 
evidence of a purpose to escape the surtax. 

(c) As used in this section the term 
“net income” means the net income as 
defined in section 21, increased by the 
sum of the amount of the dividend de- 
duction allowed under section 23 (p) and 
the amount of the interest on obligations 
of the United States issued after Sept. 1, 
1917, which would be subject. to tax. in 
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whole or in part in the hands of an in- 
dividual owner. | 
(d) The tax imposed by this section shall 
not appty if all the shareholders of the 
corporation include (at the time of filing 
their returns) in their gross income their 
entire distributive shares, whether dis- 
tributed or not, of the net income of the 
corporation for such year. Any amount 
so included in the gross income of a share- 
holder shall be treated as a dividend re- 
ceived. Any subsequent distribution made 
by the corporation out_of the earnings or 
profits for such taxable year shall, if dis- 
tributed to any shareholder who has so 
included in his gross income his distribu- 
tive share, be exempt from tax in the 
amount of the share so included. 


Sec. 105. Taxable Périod Embracing 
Years With Different Laws 

If it is necessary to compute the tax for 
@ period beginning in one calendar year 
(hereinafter in this section called “first’ 
calendar year”) and ending in the folxow- 
ing calendar year (hereinafter in this sec- 
tion called “second calendar year”) and the 
law applicable to the second calendar year 
is different from the law applicabie to the 
first calendar year, then the tax under this 
title for the period ending during the sec- 
ond calendar year shall be in the sum of: 
(1) the same proportion of a tax for the 
entire period, determinec under the law 
applicable to the first calendar year and 
at the rates for such year, which the por- 
tion of such period falling within the first 
calendar year is of the entire period; and 
(2) the same proportion of a tax for the 
entire period, determined under the law 
appticable to the second calendar year and 
at the rates for such year, which the por- 
tion of such period falling within the sec-| 
ond calendar year is of the entire period. 





Supplement B—Computation 


of Net Income 
{Supplementary to Subtitle B, Part IT] 


See. 111. Determination of Amount 

of Gain or Loss 

(a) Computation of Gain or Loss.—Ex- 
cept as hereinafter provided in this sec- 
tion, the gain from the sale or other dis- 
position of property shall be the excess of 
the amount realized therefrom over the 
adjusted basis provided ir section 113(b), 
and the loss shall be the excess of such 
basis over the amount realized. 

(b) Amount Realized—The amount 
realized from the sale or other disposition 
of property shall be the sum of any money 
received pus the fair market value of the| 
property (other than "noney) received. 

(c) Recognition of Gain or Loss.—In the} 
case of a sale or exchange, the extent to 
which the gain or loss determined under} 
this section shall be recognized for the 
purposes of this title, shall be determined | 
under the provisions of section 112. 

(d) Installment Sales—Nothing in this 
section shall be construed to prevent (in 
the case of property sold under contract 
providing for payment in installments) the 


taxation of that portion of any install- ithe distributee from the receipt of such 


ment payment representing gain or profit 
in the year in which such payment is re- 
ceived. 

Sec. 112. Recognition of Gain or Loss 

(a) General Rule.—Upon the sale or ex- 
change of property the entire amount of 
the gain or loss, determined under section 
111, shall be recognized, except as here- 
inafter provided in this section. 

(b) Exchanges Solely in Kind.— " 

(1) Property Held for Productive Use 
or Investment.—No gain or loss shall be 
recognized if property held for productive 
use in trade or business or for. investment 
(mot including stock in trade or other 
property held primarily for sale, nor 
stocks, bonds, notes, choses in action, cer- 
tificates of trust or beneficial interest, or 
other securities or evidences of indebted- 
ness or interest) is exchanged solely for 
property of a ‘ike kind to be held either 
for productive use in trade or business or 
for investment. 

(2) Stock for Stock of Same Corpora- 
tion—No gain or loss shall be recognized 
if common stock in #@ corporation is ex- 
changed solely for common stock in the 
same corporation, or if preferred stock in 
a corporation is exchanged solely for pre- 
ferred stock in the same corporation. 

(3) Stock for Stock on Reorganization. 
—No gain or loss shall be recognized if 
stock securities in a corporation a party 
to a reorganization are, in pursuance of 
the plan of reorganization, exchanged 
solely for stock or securities in such cor- 
poration or in another corporation a party 
to the reorganization. 





|Commissioner with the approval of the) 


|}of a plan of reorganization, to a share- 
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be taxed as a dividend to each distributee 
such an amount of the gain recognized 
under paragraph (1) as is not in excess of 
his wratable share of the undistributed 
earnings and profits of the corporation 
accumulated after February 28, 1913. The 
remainder, if any, of the gain recognized 
under paragraph (1) shall be taxed as a 
gain from the exchange of property. 

(d) Same—Gain of -Corporation.—If an 
exchange would be within the provisions 
of subsection (b) (4) of this section if it 
were not for the fact that the property 
received in exchange consists not only of 
stock or securities permitted by such para- 
graph to be received without the recogni- 
tion of gain, but also of other property or 
money, then— 

(1) If the corporation receiving such 
other property or money distributes it in 
pursuance of the plan of reorganization, | 
no gain to the corporation shal: be recog- | 
nized from the exchange, but 

(2) If the corporatior receiving such 
other property or money does not distrib- 
ute it in pursuance of the plan of reor- 
ganization, the gain, if any, to the corpora- 
tion shall be recognized, but in an amount | 
not in excess of the sum of such money, 
and the fair market value of such other) 
property so received, which is not so dis-| 
tributed. 

(e) Loss From Exchanges Not Solely in 
Kind.—If an exchange would be within the 
provisions of subsection (b) (1) to (5), in-| 
clusive, of this section if it were not for 
the fact that the property received in ex-| 
change consists not only of property per- 
mitted by such paragraph to be received 
without the recognition of gain or loss, 
but also of other property or money, then | 
no loss from the exchange shall be recog- 
nized. 

(f) Involuntary Conversions.—If prop- 
erty (as a result of its destruction in whole 
or in part, theft or seizure, or an éxercise 
of the power of requisition or condemna- 
tion, or the threat or imminence thereof) 
is compulsorily or involuntarily converted | 
into property similar or related in service 
or use to the property so converted, or 
into money which is ferthwith in good 
faith, under regulations prescribed by the 


Secretary, expended in the acquisition of 
other property similar or related in service 
or use to the property so converted, or in 


owning such other property, or in the es- 
tablishment of a replacement fund, no 
gain or loss shall be recognized. 


which is not so expended. 
tion.—If there is distributed, in pursuance 


holder in a corporation a party to the reor- 
ganization, stock or securities in such cor- 


to the reorganization, without the sur- 
render by such shareholder of stock se- 
curities in such a corporation, no gain to 


stock or securities shal: be recognized. 
(h) Same—Effect on Future Distribu- 

tions——The distribution, in pursuance of 

a plan of reorganization, by or on behalf 


| tion, of its stock or securities or stock or 
securities in a corporation a party to the 
| reorganization, if no gain to the dis- 


securities was recognized by law, shall not 
be considered a distribution of earnings or 
| profits within the meaning of section 
115(b) for the purpose of determining the 
taxability of subsequent distributions by 
the corporation. 

(i) Definition of Reorganization—As 
une in this section and sections 113 and 

(1) The term “reorganization” means 
(A) a merger or consolidation (including 


least a majority of the voting stock and 
at least a majority of the total number 
of shares of all other classes of stock of 
another corporation, or substantially al! 
the properties of another corporation), or 
(B) a transfer by a corporation of all or 
a part of its assets to another corporation 
if immediately after the transfer the 
transferor or its stockholders or both are 


assets are transferred, or (C) a recapitali- 
zation, or (D) a mere change in identity, 
form, or place of organization, however 
effected. 

(2)-The term “a party to a reorganiza- 
tion” includes a corporation resulting from 
a@ reorganization and includes both cor- 





(4) Same—Gain of Corporation.—No 
gain or loss shall be recognized if a corpo- 
ration a party to a reorganization ex- 
changes property, in pursuance of the plan 
of reorganization, solery for stock or se- 
curities in another corpcration a party to 
the reorganization. 

(5) Transfer to Corporation Controlled 
by Transferor—No gain or loss shall be 
recognized if property is transferred to a 
corporation by one or more persons solely 
in exchange for stock or securities in such 
corporation, and immediately after the ex- 
change such person or persons are in con- 
trol of the corporation; but in the case of 
an exchange by two or more persons this 
paragraph shall apply only if the amount 
of the stock and securities received by 
each is substantially in proportion to his 
interest in the property prior to the ex- 
change. 

(c) Gain from Exchanges Not Solely in 
Kind.— 

(1) If an exchange would“be within the 
provisions of subsection (b) (1), (2), @), 
or (5) of this section if it were not,for the 
fact that the property received in ex- 
change consists not only of property per- 
mitted by such paragraph to be received 
without the recognition of gain, but also of 
other property or money, then the gain, if 
any, to the recipient shall be recognized, 
but in an amount not in excess of the sum 
of such money and the fair market value 
of such other property. 

(2) If a distribution made in pursuance 
of a plan of reorganization is within the 
provisions of paragraph (1) of this sub- 
section but has the effect of the distribu- 
tion of a taxable dividend, then there shall 


porations in the case of an acquisition by 
one corporation of at least a majority of 
the voting stock and at least a majority of 
the total number of shares of all other 
classes of stock of another corporation. 

(j) Definition of Control—As used in 
this section the term “control” means the 
ownership of at least 80 per centum of the 
voting stock and at least 80 per centum 
of the total number of shares of all other 
classes of stock of the corporation. 

(k) Foreign Corporations.—In determin- 
ing the extent to which gain shall be 
recognized in the case of any of the ex- 
changes or distributions (made after the 
date of the enactment of this Act) de- 
scribed in subsection (b) (3), (4), or (5), 
or described in so much of subsection (c) 
as refers to subsection tbh) (3) or (5), or 
described in subsection (d) or (g), a for- 
eign corporation shall not be considered as 
a corporation unless, prior to such ex- 
change or distribution, it has been es- 
tablised to the satisfaction of the Commis- 
sioner that such exchange or distribution 
is not in pursuance of a plan having as 
one of its principal purposes the avoid- 
ance of Federal income taxes. 

See. 113. Adjusted Basis for Deter- 

mining Gain or Loss 


(a) Basis (Unadjusted) of Property.— 


The basis of property shal be the cost of 
such property; except that — 

(1): Inventory Value——If the property 
should have been included in the last in- 
ventory, the basis shall be the last in- 
ventory value thereof. 


(2) Gifts After December 31, 1920.—If 


the property was acquired by gift after 


the acquisition of contro’ of a corporation | 


If any| 
part of the money is not so expended, the 
gain, if any, shall be recognized, but in| 
an amount not in excess of the money) 


(g) Distribution of Stock on Reorganiza- | 


poration or in another corporation a party | 


of a corporation a party to the reorganiza-| 


tributee from the receipt of such stock or| 


the acquisition by one corporation of at) 


in control of the corporation to which the! 


same as it would be in the hands of the | 


donor or the last. preceding owner by 
whom it was not acquired by gift. If the 
facts necessary to determine such basis are 
unknown to the donee, the Commissioner 
shall, if possible, obtain such facts from 
such donor or last preceding owner, or any 
other person cognizant thereof. If the 
Commissioner finds it impossible to obtain 
such facts, the basis shaw be the fair 
market value of such property as found 
by the Commissioner as of the date or ap- 
proximate date at which, according to the 
best information that the Commissioner is 
able to obtain, such property was acquired 
by such donor or last preceding owner. 

(3) Transfer in Trust After December 
31, 1920.—If the property was acquired 
after December 31, 1920, by a transfer in 
trust (other than by a transfer in trust 
by a bequest or devise) the basis shall-be 
the same as it would be in the ha of 
the grantor, increased in the amount of 
gain or decreased in the amount of loss 
recognized to the grantor upon such 


| transfer under the law applicable to the 


year in which the transfer was made. 

(4) Gift or Transfer in Trust Before 
January 1, 1921.—If the property was ac- 
quired by gift or transfer in trust on or 
before December 31, 1920, the basis shall 
be the fair market value of such property 
at the time ‘of such acquisition. The pro- 
visions of this paragraph shall apply to 
the acquisition of such property interests 
as are specified in section 402(e) of the 
Revenue Act of 1921, or in section 302(f) 
of the Revenue Act of 1924 or the Revenue 
Act of 1926 (relating to property passing 
under power of appointment) regardless 
of the time of acquisition. 

(5) Property Transmitted at-Death.—If 
personal property was acquired by specific 
bequest, or if real property was acquired 
by general or specific devise or by intes- 
tacy, the. basis shall be the fair market 
value of the property at the time of the 
death of the decedent. If the property 
was acquired by the decendent’s estate 
from the decedent, the basis in the hands 
of the estate shall be the fair market 
value of the property at the time of the 
death of the decedent. In all other cases 
if the property was acquired either by will 


market value of the property at the time 
of the distribution to the taxpayer. In 
order or direction of the grantor, with the 
prior to his death to revoke the trust, 
the basis of such property in the hands 
after the grantor’s death shall, after such 
death, be the same as if the trust instru- 


of the grantor’s death. 


exchange was made. 


date of the exchange. 


erty to it. 


connection with a reorganization, 


wear in which the transfer was made 


or in part for the transfer. 


by 4& corporation— 


described in section 112(b) (5) (including 


tion to capital, 


which the transfer was made. 


the case of property transferred in trust | 
to pay the income for life to or upon the! or the Revenue Act of 1928, shall be de- 


of the persons entitled under the terms | 
of the trust instrument to the property |able year 1929 or any subsequent taxable 


(A) By the issuance of its stock or se- : 7 . 
curities in connection with a transaction | Pletion, to the extent sustained; 


then the basis shall be the same as it | includ ! 
would be in the hands of the transferor,|@tion, which was classified as a personal 
increased in the amount of gain or de-|Sevice corporation under the provisions of 
creased in the amount of loss recognized | the Revenue Act of 1918 or 1921, out of its 
to the transferor upon such transfer un-|€rnings or profits which were taxable in 
der the law applicable to the year in| @ccordance with the provisions of section 


(9) Tax-free Distributions.—If the prop- a : 
erty consists ef stock or securities distrib- | Stituted basis” as used in this subsection 
uted after December 31, 1923, to a tax-| means a basis determined under any pro- 
payer in connection with a transaction | Vision of subsection (a) of this section or 
described in section 112(g), the basis in 


compulsory or involuntary conversion de- 
| scribed in section 112(f), the basis shall 
be the same as in the case of the prop- 
erty so converted, decreased in the amount 
of any money ‘received by the taxpayer 
which was not expended in accordance 
with the provisions of law (applicable to 
the year in which such conversion was 
made) determining the taxable status of 
the gain or loss upon such conversion, 
and increased in the amount of gain or 
decreased in the amour of loss to the 
taxpayer recognized upon such conversion 
under the law applicable to the year in 
which such conversion. was made. 

(11)Wesh Sales of Stock.—If the prop- 
erty consists of stock or securities the 
acquisition of which (or the contract or 
option to acquire which) resulted in the 
nondeductibility (under section 118 of this 
Act or corresponding provisions of prior 
income tax laws, relating to wash sales) 
of the loss from the sale or other dis- 
Position of substantially identical stock or 
securities, then the basis shall be the 
basis of the stock or securities so sold or 
disposed of, increased or decreased, as the 
case may be, by the difference, if any, 
between the price at which the. property 
was acquired and the price at which such 
substantially identical stock or securities 
were sold or otherwise disposed of. 

(12) Property Acquired During Affilia- 
tion.—In the case of property acquired by 
@ corporation, during a period of affilia- 
tion, from a corporation with which it 
was affiliated, the basis of such property, 
after such period of affiliation, shall be 
determined, in accordance with regula- 
tions prescribed by the Commissioner with 
the approval. of the Secretary, without 
regard to inter-company transactions. in 
respect of which gain or loss was not 
recognized. For the purposes of this para- 
graph, the term “period of affiliation” 
means the period during which such cor- 
porations were affiliated (determined 
in accordance with the law applicable 
thereto) but does not include any taxable 
year beginning on or after January 1, 1922, 
unless a consolidated return was made, 
nor any taxable year after the taxable 
year 1928. The basis in case of property 
acquired by a corporation during any pe- 


or by intestacy, the basis shall be the fair | riod, in the taxable year 1929 or any sub- 


sequent taxable year, in respect of which 
a consolidated return is made by such 
corporation under section 141 of this Act 


termined in accordance with regulations 


right reserved to the grantor at all times| prescribed under section 141(b) of this 


Act or the Revenue Act of 1928. The 
basis in the case of property held by a 
corporation during any period, in the tax- 


year, in respect of which a consolidated 
return is made by such corporation under 


ment had been a will executed on the day|section 141 of this Act or the Revenue 


Act of 1928, shall be adjusted in respect 


(6) Tax-free Exchanges Generally—tIf|0f any items relating to such period, in 
the property was acquired upon an ex-| accordance with regulations prescribed 
change described in section 112(b) to (e),| under Section 141(b) of this Act or the 
inclusive, the basis shall be the same as 
in the case of the property exchanged, 
decreased in the amount of any money 
| received by the taxpayer and increased in 
the amount of gain or decreased in the} € > s , 
|amount of loss to the taxpayer that was | Wise determined under this subsection, ad- 
| recognized upon such exchange under the | justed as provided in subsection (b), is 
law applicable to the year in which the|less than the fair market value of the 
If the property so t c 
acquired consisted in part of the type of |asis shall be such fair market value. In 
property permitted by section 112(b) to determining the fair market value of 
be received without the recognition of gain | Stock in a corporation as of March 1, 1913, 
or loss, and in part of other property, the | due regard shall be given to the fair mar- 
basis provided in this paragraph shall be | ket value of the assets of the corporation 
allocated between the properties (other |@S of that date. 

than money) received, and for the pur- i . 
pose of the allocation there shall be as- | for determining the gain or loss from the 
signed_to such other property an amount| Sale or other disposition 1 
equivalent to its fair market value at the | Whenever acquired, shall be the basis de- 
This paragraph | termined under subsection (a), adjusted 
shall not apply to property, acquired by | 4S hereinafter provided. 

a corporation by the issuance of its stock : 
or securities as the consideration in whole | respect of the property shall in all cases 
or in part for the transfer of the prop- 


Revenue Act of 1928, applicable to such 
period. 

(13) Property Acquired Before March 1, 
1913—In the case of property acquired 
before March 1, 1913, if the basis other- 


property as of March 1, 1913, then the 


(b) Adjusted Basis—The adjusted basis 


of property, 


(1) General Rule——Proper adjustment in 


be made— 
(A) for expenditures, receipts, losses, or 


(1) Transfers to Corporation where | °ther items, properly chargeable to cap- 
Control of ins i - ; S 
| ee aoe ae Heeger ret «a het sa carrying charges on unimproved and un- 
December 31, 1917, by a corporation in productive real property, but no such ad- 
and ; a ; 
i A Fi carrying charges for which deductions 
_—— y pane ae ie acrae have been taken by the taxpayer in de- 
tum or more remained. in the same per- termining net income for the taxable year 
sons or any of them, then the basis shall|°" Prior taxable years; 

Oe Ae a ieee the, hands | February 28, 1913, for exhaustion, ‘wear 
of gain or decreased in the amount of loss | 224 tear, obsolescence; amortization, and 
recognized to the transferor upon such 
transfer under the law applicable to the less than the amount allowable) under 


ital account, including taxes and other 


justment shall be made for taxes or other 


(B) in respect of any period since 





depletion, to the extent allowed (but not 


this Act or prior income tax laws. 


; Where for any taxable year prior to the 
rene ee ee ek: .. ~ taxable year 1932 the depletion allowance 
iti yi “ ; was based on discovery value or a percent- 
Seekeeniteeen eee i = age of income, then the adjustment for 
issuance of stock or securities of the|{ePletion for such year shall be based on 
transferee as the consideration in whole | ‘he depletion which would have been al- 


lowable for such year if computed without 


(8) Property Acquired by Issuance of reference to discovery value or a percent- 
Stock or as Paid-in Surplus.—If the prop- 
erty was acquired after December 31, 1920, 


age of income; 

(C) in respect of any period prior to 
March 1, 1913, for exhaustion, wear and 
tear, obsolescence, amortization, and de- 


(D) in the case of stock (to the extent 


also, cases where part of the consideration |®°t provided for in the foregoing subpar- 
for the transfer of such property to the agraphs) for the amount of distributions 
corporation was property or money, in| Previously made which, under the law ap- 
addition to such stock or securities), or | Plicable to the year in which the distribu- 

(B) as paid-in surplus or as a contribu-| tion was made, either were tax-free or 


were Sole in reduction of basis (not 
ng distributions made by a corpo- 


218 of the Revenue Act of 1918 or 1921). 
(2) Substituted Basis—The term “sub- 


under any corresponding provision of a 


the case of the stock in respect of which | Prior income tax law, providing that the 
the distribution was made shall be appor-| basis shall be determined— ‘ 
tioned, under rules and regulations pre-| (A) by reference to the basis in the 
scribed by the Commissioner with the ap-| hands of a transferor, donor, or grantor, 
proval of the Secretary, between such /| or 

stock and the stock or securities dis-| (B) by reference to other property held 
tributed. at any time by the person for whom the 

(10) Involuntary Conversion—if the} basis is to be determined. 





December 31, 1920, the basis shall be the 





property was acquired as the result of aj Whenever it appears that the basis of 





rty in the hands of the taxpayer is 
a emstitated basis, then the adjustments 
provided in paragraph (1) of this subsec- 
tion shall be made after first making in 
respect of such substituted basis proper 
adjustments of a similar nature in respect 
of the period during which the property 
was held by the transferor, donor, or 
grantor, or during which the other prop- 
erty was held by the person for whom the 
basis is to be determined. A similar rule 
shall be applied in the case of a series of 
substituted bases. 


Sec. 114. Basis for Depreciation and 
Depletion 

(a) Basis for Depreciation. — The basis 
upon which exhaustion, wear and tear, 
and obsolescence are to be allowed in re 
spect of any property shall be the ad- 
justed 
loss: upon the sale or other disposition of 
such property. 

(b) Basis for Depletion.— 


(1) General Rule.—The basis upon 


which depletion is to be allowed in respect | 


roperty shall be the adjusted basis 
Srovidied in Setion 113(b) for the purpose 
of determining the gain or loss upon the 
sale or other disposition of such property, 
except as provided in paragraphs (2), (3), 
and (4) of this subsection. ia 

¢ iscovery Value in Case 0 ines.— 
In ah case of mines (other than metal, 
coal, or sulphur mines) discovered by the 
taxpayer after Feb. 28, 1913, the basis for 
depletion shall be the fair market value 
of the property at the date of discovery 
or within 30 days thereafter, if such mines 
were not acquired as the result of pur- 
chase of a proven tract or lease, and if the 
fair market value of the property is mate- 
rially disproportionate to the cost. The 
depletion allowance based on discovery 
value provided in this paragraph shall not 
exceed 50 per centum of the net income 
of the taxpayer (computed without allow- 
ance for depletion) from the property 
upon which the discovery was made, ex- 
cept that in no case shall the depletion 
allowance be less than it would be if com- 
puted without reference to discovery value. 
Discoveries shall include minerals in com- 
mercial quantities contained within a vein 
or deposit discovered in an existing mine 
or mining tract by the taxpayer after 
Feb. 28, 1913, if the vein or deposit thus 
discovered was not merely the uninter- 
rupted extension of a continuing com- 
mercial vein or deposit already known to 
exist, and if the discovered minerals are | 
of sufficient value and quantity that they 
could be separately mined and marketed 
at a profit. 

(3) Percentage Depletion for Oil and 
Gas Wells—In the case of oil and gas) 
wells the allowance for depletion shall be 
2714 per centum of the gross income from 
the property during the taxable year, ex- 
cluding from sucfh gross income an) 
amount equal to any rents or royalties 
paid or incurred by the taxpayer in re- 
spect of the property. Such allowance 
shall not exceed 50 per centum of the net. | 
income of the taxpayer (computed without 
allowance for depletion) from the prop- 
erty, except that in no case shall the de- 
pletion allowance be less than it would 
be if computed without reference to this 
paragraph. 

(4) Percentage Depletion for Coal and 
Metal Mines and Sulphur.—The allowance | 
for depletion shall be, in the case of coai 
mines, 5 per centum, in the case of metal 
mines, 15 per centum, and, in the case of 
sulphur mines or deposits, 23 per centum, 
of the gross income from the property 
during the taxable year, excluding from 
such gross income an amount equal to any 
rents or royalties paid or incurred by the 
taxpayer in respect of the property. Such 
allowance shall not exceed 50 per centum 
of the net income of the taxpayer (com- 
puted without allowance for depletion) 
from the property, except that in no case 
shall the depletion allowance for the tax- 
able year 1932 or 1933 be less than it would 
be if computed without reference to this 
paragraph. A taxpayer making return for 
the taxable year 1933 shall state in such 
return, as to each property (or, if he first 
moekes return in respect of a property for 
any taxable year after the taxable year 
1933, then in such first return), whether he 
elects to have the depletion allowance for 
such property for succeeding taxable years 
computed with or without reference to 
percentage depletion. The depletion al- 
lowance in respect of such property for all 
succeeding taxable years shall be computed 
according to the election thus made. If 
the taxpayer fails to make such statement 
in the return, the depletion allowance for 
such property for succeeding taxable years 
shall be computed without reference to per- 
centage depletion. During the period for 
which property acquired after Dec. 31, 
1933, is held by the taxpayer— 

(A) if the basis of the property in the 
hands of the taxpayer is, under section 
113(a)), determined by reference to the 
basis in the hands of the transferor, do- 
nor ,or grantor, then the depletion allow- 
ance in respect of the property shall be 
computed with or without reference to 
percentage depletion, according to the 
method of computation which would have 
been applicable if the transferor, donor, 
or grantor had continued to hold the 
property, or y 

(B) if the basis of the property is, un- 
der section 113(a), determined by refer- 
ence to the basis of other property previ- 
ously held by the taxpayer, then the de- 
pletion allowance in respect of the prop- 
erty shall be computed with or without 
reference to percentage depletion, accord- 
ing to the method of computation which 
would have been applicable in respect of 
the property previously held if the tax- 
payer had continued to hold such prop- 
erty. 

Sec. 115. Distributions by Corporations 


(a) ‘Definition of Dividend—The term 
“dividend” when used in this title (except 
in section 203(a) (4) and section 208(c) (1), 
relating to insurance companies) means 
any distribution made by a corporation to 


its shareholders, whether in money or in | 


basis provided in section 113¢b) for 
the purpose of determining the gain or 


|}of such distribution which is properly 


| if any distribution (not in partial or com- 


| Shall not be subject to tax. 
jin such manner as to make the distribu- 


;tion and cancellation or redemption in 


| or cancellation of the stock, to the extent 


| distributed in partial liquidation” means 


other property, out of its earnings or prof- 
its eocumulated after Feb. 28, 1913. 

(b) Source of Distributions.— For the 
pu of this Act every distribution is 
m out of earnings or profits to the ex- 
tent thereof, and from the most recently 
accumulated earnings or profits. Any 
earnings or profits accumulated, or in- 
crease in value of property accrued, before 
March 1, 1913, may be distributed exempt 
from tax, after the earnings and profits 
accumulated after Feb. 28, 1943, have been 
distributed, but any such tax-free distri- 
bution shall be applied against and re- 
|duce the basis of the stock provided in 
section 113. 

(c) Distributions In Liquidation.— 
Amounts distributed in complete liquida- 
tion of a corporation shall be treated as 
in full payment in exchange for the stock, 
and amounts distributed in partial liquida- 
tion of a,corporation shall be treated as 
in part or full payment in exchange for 
‘the stock. The gain or loss to the distrib- 
}utee resulting from such exchange shail 
| be determined under section 111, but shail 
be recognized only to the extent provided 
jin section 112. ~In the case of amounts 
distributed in partial liquidation (other 
than a distribution within the provisions 
of section 112(h) of stock or securities in 
connection with a reorganization) the part 





| chargeable to capital account shall not be 
considered a distribution of earnings or 
profits within the meaning of subsection 
(b) of this section for the purpose of de- 
termining the taxability of subsequent dis- 
tributions by the corporation. 


(d) ‘Other Distributions from Capital.— 


plete liquidation) made by a corporation 
to its shareholders is not out.of increase 
in value of property accrued before March 
1, 1913, and is not out of earnings or prof- 
its, then the amount of such distribution 
Shall be applied against and reduce the 
basis of the stock provided in section 113, 
and if in excess of such basis, such excess 
shall be taxable in the same manner as a 
gain from the sale or exchange of prop- 
erty. 

(e) Distributions by Personal Service 
Corporations.—Any distribution made by a 
corporation, which was classified as a per- 
sonal service corporation under the provi- 
sions of the Revenue Act of 1918 or the 
Revenue Act of 1921, out of its earnings or 
profits which were taxable in accordance 
with the provisions of section 218 of the 
Revenue Act of 1918 or section 218 of the 
Revenue Act of 1921, shall be exempt from 
tax to the distributees. 

(f) Stock Dividends.—A stock dividend | 





(g) Redemption of Stock.—If a- cor- 
poration cancels or redeems its stock 
(whether or not such stock was issued | 
as a stock dividend) at such time and) 


whole or in part essentially equivalent to 
the distribution of a taxable dividend, 
the amount so distributed in redemption 


that it represents a distribution of earn-/ 
ings or profits accumulated after Feb- 
ruary 28, 1913, shall be treated as a tax- 
able dividend. 

(h) - Definition of Partial Liquidation — 
As used in this section the term “amounts 


a distribution by a corporation in com- 
plete cancellation or redemption of a part | 
of its stock, or one of a series of distribu- 
tions in complete cancellation or redemp- 
tion of all or a portion of its stock. -~| 
See. 116. Exclusions From Gross Income 

In addition to the items specified in 
section 22 (b), the following items shall 
not be included in gross income and shall 
be exempt from taxation under this title: 

(a) Earned Income from Sources With- 
out United States.—In the case of an in- 
dividual citizen of the United States, a 
bona fide nonresident of the United States 
for more than six months during the tax- 
able year, amounts received from sources 
without the United States (except 
amounts paid by the United States or any 
agency thereof) if such amounts consti- 
tute earned income; but such individual 
shall not be allowed as a deduction from 
his gross income any deductions properly 
allocable to or chargeable against amounts 
excluded from gross income under this 
subsection. As used in this subsection 
the term “earned income” means wages, 
salaries, professional. fees, and other 
amounts received as compensation for 
personal services actually rendered, but 
does not include that part .of the com- 
pensation derived by the taxpayer for 
personal services rendered by him to a 
corporation which represents a distribu- 
tion of earnings or profits rather than a 
reasonable allowance as compensation for 
the personal services actually rendered. 
In the case of a taxpayer engaged in a 
trade or business in which both personal 
services and capital are material income 
producing factors, a reasonable allowance 
as compensation, for the personal services 
actually rendered by the taxpayer, not 
in excess of 20 per centum of his share 
of the net profits of such trade or busi- 
ness, shall be considered as earned income. 

(b) Teachers in Alaska and Hawaii.—In 
the case of an individual employed by 
Alaska or Hawaii or any political subdivi- 
sion thereof as a teacher in any educa- 
j tional institution, the compensation re- 
ceived as such. This subsection shall not 
exempt compensation paid directly or indi- 
rectly by the Government of the United 
States. Subsection (b) of section 5 of the 
Act entitled “An Act to provide a govern- 
ment for the Territory of Hawaii,” ap- 
proved April 30, 1900, assamended by the 
Act entitled “An Act to amend section 5 of 
the Act entitled ‘An Act to provide a 
government for the Territory of Hawaii,’ 
approved April 30, 1900,” approved April 
12, 1930 [U. S. C., Sup. V, title 48, sec. 
= (b)J], is repealed as of January 1, 

{c) Income of Foreign Governments.— 
The income of foreign governments received 
from investments in the United States in 
stocks, bonds, or other domestic securi- 
| ties, owned by such foreign governments, 
or from interest on deposits in banks in! 











| vate shareholder; 
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the United States of moneys belonging 
to such foreign governr nts, or from any 
other source within the United States. 

(d) Income of Ste’es, Municipalities, 
ete.Income derived from any public 
utility or the exerci:;: of any essential 
governmental function™and accruing to 
any State, Territory, or the District of 
Columbia, or any political subdivision of 
a State or Territory, or income accruing 
to the Government of any possession of 
the United States, or any political sub- 
division thereof. 

Whenever any State, Territory, or the 
District of Columbia, or any political sub- 
division of a State or Territory, prior to 
September 8, 1916, eritered in good faith 
into a contract with any person, the ob- 
ject and purpose of which is to acquire, 
construct, operate, or maintain a public 
utility— 

(1). If by the terms of such contract 
the tax imposed by this title is to be 
paid out of the proceeds from the opera- 
tion of such public utility, prior to any 
division of such proceeds between the 
person and the State, Territory, political 
subdivision, or the District of Columbia, 
and if, but for the imposition of the tax) 
imposed by this title, a part of such pro- 
ceeds for the taxable year would accrue 
directly to or for the use of such State, 
Territory, political subdivision, or the Dis- 
trict of Columbia, then a tax upon-the 
net income from the operation of such 
public utility. shall be levied, assessed, col- 
lected, and paid in the manner and at 
the rates prescribed in this title, but there 
shall be refunded to such State, Territory, 
political subdivision, or the District of 
Columbia (under rules and regulations to 
be prescribed by thie Commissioner with 
the approval of the Secretary) an amount 
which bears the same relation to the 
amount of the tax as the amount which 
(but for the imposition of the tax im- 
posed by this title) would have accrued 
directly to or for the use of such State, 
Territory, political subdivisions, or the 
District of Columbia, bears to the amount 
of the net income from the operation of 
such public utility for such taxable year. 


(2) If by the terms of such contract 
no part of the proceeds from the opera- 
tion of: the public utility for the taxable 
year would, irrespective of the tax im- 
posed by this title, accrue directly to or 
for the use of such State, Territory, politi- 
cal subdivision, or the District of Colum- 
bia, then the tax upon the net income 
of such person from the operation of such 
public utility shall be levied, assessed, col- 
lected, and paid in the manner and at 
the rates prescribed in this title. 

(c) Bridges to Be Acquired by State 
or Political Subdivision—Whenever any 
State or political subdivision thereof, in 
pursuance of a contract to which it is 
not a party entered into before the en- 
actment of the Revenue Act of 1928, is 
to acquire a bridge— 

(1) If by the terms of such contract 
the tax imposed by this title is to be paid 
out of the proceeds from the operation 
of such bridge prior to any division of 
such proceeds, and if, but for the im- 
position of the tax imposed by this title, 
@ part of such proceeds for the taxable 
year would accrue directly to or for the 
use of or would be applied for the benefit 
of such State or political subdivision, then 
a tax upon the net income from. the op- 
eration of such bridge shall be levied, 
assessed, collected, and paid in the. man- 
ner and at the rates-prescribed in this 
title,-but there shall be refunded to sueh 
State or political subdivision (under rules 
and regulations to be prescribed by the 
Commissioner with the approval of the 
Secretary) an amount which bears the 
same relation to the amount of the tax as 
the amount which (but for the imposition 
of the tax imposed by this title) would 
have accrued directly to or for the use of 
or would be applied for the benefit of 
such State or political subdivision, bears 
to the amount of the net income from 
the operation of such bridge for such tax- 
able year. No such refund shall be made 
unless the entire amount of the refund 
is to be applied in part payment for the 
acquisition of such bridge. 

(2) If by the terms of such contract 
no part of the proceeds from the opera- 
tion of the bridge for the taxable year 
would, irrespective of the tax imposed by 
this title, accrue directly to or for the 
use of or be applied for the benefit of 
such State or political subdivision, then 
the tax upon the net income from the 
operation of such bridge shall be levied, 
assessed, collected, and paid in the manner 
and at the rates prescribed in this title. 

(f) Dividends from “China Trade Act” 
Corporation.—In the case of a person, 
amounts distributed as dividends to or for 
his benefit by a corporation organized 
under the China Trade Act, 1922, if, at 
the time of such distribution, he is a resi- 
dent of China, and the equitable right to 
the income of the shares of stock of the 
corporation is in good faith vested in him. 

(g) Shipowners’ Protection and In- 
demnity Associations—The receipts of 
shipowners’ mutual protection and in- 
demnity associations not organized for 
profit, and no part of the net earnings 
of which inures to the benefit of any pri- 
but such corporations 
shall be subject as other persons to the 
tax upon their net income from interest, 
dividends, and rents. 

Sec. 117. Net Losses 

(a) Definition of “Net Loss.’—As used 
in this section the term “net loss’ means 
the excess of the deductions allowed by 
this title over the gross income, with the 
following exceptions and limitations: 

(1) Non-business Deductions.—Deduc- 
tions otherwise allowed by law not attrub- 
utable to the operation of a trade or busi- 
ness regularly carried on by the taxpayer 
shall be allowed only to the extent of the 
amount of the gross income not derived 
from such trade or business; 

(2) Capital Losses.—In the case of a 
taxpayer other than a corporation, deduc- 
tions for capital losses otherwise allowed 
by law shall be allowed only to the extent 
of the capital gains; 

(3) Depletion—The deduction for de- 
pletion shall not exceed the amount which 





Act of 1932 . 
would be allowable if computed without 
refererice to discovery value, or to per- 
centage depletion’ under section 114(b) 
(3) or (4); 

(4). Dividends.—The deduction provided 
for in section 23(p) of amounts received 
as dividends shall not be allowed; 

(5) Interest—There shall be included in 
computing gross income the amount of 
interest received free from tax under this 
title, decreased by the amount of interest 
paid or accrued which is not allowed as 
a deduction by section 23(b); 

(6) Net Loss Not to Produce Net Loss.— 
In computing the net loss for any taxable 
year a net loss for a prior year shall not 
be allowed as a deduction. 

(b) Net Loss as a Deduction.—If, for 
any taxable year it appears upon the pro- 
duction of evidence satisfactory to the 
Commissioner that any taxpayer has sus- 
tained a net loss, the amount thereof 
shall be allowed as a deduction in com=— 
puting the net income of the taxpayer 
for the succeeding taxable year (herein- 
after in this section called “second 
year"); the deduction in all cases to be 
made under regulations prescribed by the 
Commissioner with the approval of the 
Secretary. 

(c) Capital Net Gain in Second Year.— 
If in the second year the taxpayer (other 
than a corporation) has a capital net 
gain, the deduction allowed by subsection 
(b) of this section shall first be applied 
as a deduction in computing the ordinary 
net income for such year. If the deduc- 
tion is in excess of the ordinary net in- 
come (computed without such deduction) 
the amount of such excess shall then be 
applied against the capital net gain for 
such year. 

(d) Net Losses for 1930 or 1931.—If for 
the taxable year 1930 a taxpayer sus- 
tained a net loss within the provisions of 
the Revenue Act of 1928, the amount of 
such net loss shall not be allowed as a 
deduction in computing net income under 
this title. If for the taxable year 1931 
a taxpayer sustained a net loss within 
the provisions of the Revenue Act of 1928, 
the amount of such net loss shall be 
allowed as a deduction in computing net 
income for the taxable year 1932 to the 
same extent and in the same manner as 
a net loss sustained for one taxable year 
is, under this Act, allowed as a deduction 
for the succeeding taxable year. 

(e) Fiscal Year Returns.—If a taxpayer 
makes return for a period beginning in 
one calendar year (hereinafter in this 
subsection called “first calendar year”) 
and ending in the following calendar year 
(hereinafter in this subsection called “sec- 
ond calendar year”) and the law appli- 
cable to the second calendar year is dif- 
ferent from the law applicable to the first 
calendar year, then his net loss for the 
period ending during the second calendar 
year shall be the sum of: (1) The same 
proportion of a net loss for the entire 
period, determined under the law appli- 
cable to the first calendar year, which the 
portion of such period falling within such 
calendar year is of the entire period; and 
(2) the same proportion of a net loss for 
the entire period, determined under the 
law applicable to the second calendar 
year, which the portion of such period 
falling within such calendar year is of 
the entire period. 

Sec. 118. Loss from Wash Sales of Steck 
or Securities 

(a) In the case of any loss claimed to 
have been sustained from any sale or 
other disposition of shares of stock or 
securities where it appears that, within 
a period beginning 30 days before the date 
of such sale or disposition and ending 30 
days after such date, the taxpayer has 
acquired (by purchase or by an exchange 
upon which the entire amount of gain or 
loss was recognized by law), or has en- 
tered into a contract or option so to ac- 
quire, substantially identical stock or se- 
curities, then no deduction for the loss 
shall be allowed under section 23(e) (2); 
nor shall such deduction be allowed under 
section 23(f) unless the claim is made by 
@ corporation, a dealer in stocks or se- 
curities, and with respect to a transaction 
made in the ordinary course of its 
business. 

(b) If the amount of stock or secur- 
ities acquired (or covered by the contract 
or option to acquire) is less than the 
amount of stock or securities sold or 
otherwise disposed of, then the particular 
shares of stock or securities the loss from 
the sale or other disposition of which is 
not deductible shall be determined under 
rules and regulations prescribed by the 
Commissioner with the approval of the 
Secretary. 

(c) If the amount of stock or securities 
acquired (or covered by the contract or 
option to acquire) is not less than the 
amount of stock or securities sold or 
otherwise disposed of, then the particular 
shares of stock or securities the acquisition 
of which (or the contract or option to 
acquire which) resulted in the nondeduc- 
tibility of the loss shall be determined 
under rules and regulations prescribed by 
the Commissioner with the approval of 
the Secretary. 

Sec. 119. Income from Sources Within 
United States 

(a) Gross Income from Sources in 
United States—The following items of 
gross income shall be treated as income 
from sources within the United States: 

(1) Interest.—Interest on bonds, notes, 
or other interest-bearing obligations of 
residents, corporate or otherwise, not 
including— 

(A) interest on deposits with persons 
carrying on the banking business paid to 
persons not engaged in business within 
the United States and not having an of- 
fice or place of business therein, or 

(B) interest received from a_ resident 
alien individual, a resident foreign cor- 
poration, or a domestic corporation, when 
At is shown to the satisfaction of the Com- 
missioner that less than 20 per centum 
of the gross income of such resident 
payor or domestic corporation has been 
derived from sources within the United 
States, as determined under the provisions 
of this section, for the three-year period 
ending with the close of the taxable year 
of such’ payor preceding the payment of 








mn a ei: 


such interest, or for such part of such 
period as may be applicable, or 

(C) income derived by a foreign central 
bank of issue from bankers’ acceptances; 

(2) Dividends—The amount received as 
dividends— 

(A) from a domestic corporation other 
than a corporation entitled to the benefits 
of section 251, and other than a corpora- 
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that gains, profits, and income derived 
from the purchase of personal property 
within the United States and its sale 
within a possession of the United States or 
from the purchase of personal property 
within a possession of the United States 
shall. be treated as derived partly from 
sources within and partly from sources 
without the United States. 


(f) Definitions—As used in this section | 


tion less than 20 per centum of whose) the words “sate” or “sold” include “ex- 
gross income is shown to the satisfaction| change” or “exchanged”; and the word 
of the Commissioner to have been de-|“produced” includes “created,” “fabri- 


rived from. sources within the United 
States, as determined under the provisions 
of this section, for the three-year period 
ending with the close of the taxable year 
of such corporation preceding the decla- 
ration. of such dividends (or for such part 
of such period as the corporation has | 
been in existence), or | 

(B) from a foreign corporation unless 
less than 50 per centum of the gross in- | 
come of such foreign corporation for the | 
three-year period ending with the close) 
of its taxable year preceding the decla-| 
ration of such dividends (or for such part | 
of such period as the corporation has, 
been in existence) was derived from, 
sources within the United States as deter- | 
mined under the provisions of this section; ; 

(3) Personal Services. — Compensation 
for labor or personal services performed 
in the United States; 

(4) Rentals and Royalties.—Rentals or 
royalties from property located in the 
United States or from any interest in| 
such property, including rentals or roy- 
alties for the use of or for the privilege | 
of using in the United States, patenis, | 
copyrights, secret processes and formulas, 
good will, trade-marks, 
franchises, and other like property; and; 

(5) Sale of Real Property.—Gains, prof- | 
its, and income from the sale~ of ieee: 

| 





property located in the United States. 
(b) Net Income from Sources in United 


States—-From the items of gross income! excess-profits taxes paid or accrued during 


specified in subsection (a) of this section 
there shall be deducted the expenses, 
losses, and other deductions properly ap- 
portioned or allocated thereto and a rat- 
able part of any expenses, losses, or other 
deductions which can not definitely be! 
allocated to some item or class of gross | 
income. The remainder, if any, shall. be | 
included in full as net income from | 
sources within the United States. 

(c) Gross Income from Sources Without 


| 





cated,” “manufactured,” “extracted,” “proc- 


essed,” “cured,” or “aged.” 
Sec. 120. Unlimited Deduction for 
Charitable and Other Contributions 


In the case of an individual if in the 


taxable year and in each of the ten pre-| 


ceding taxable years the amount of the 
contributions or gifts described in section 
23(n) plus the amount of income, war- 
profits, or excess-profits taxes paid during 
such year in respect of preceding taxable 
years, exceeds 90 per centum of the tax- 
Payer’s net income for each such year, as 
computed without the benefit of section 
23(n), then ‘the 15 per centum limit im- 
— by such section shall not be appli- 
cable. 


Supplement C—Credits 
Against Tax 
{Supplementary to Subtitle B, Part III) 


Sec. 131. Taxes of Foreign Countries 
and Possessions of United States 


(a) Allowance of Credit.—If the tax- 


payer si 
have the benefits of this section, the tax 


trade brands,| imposed by this title sha%l be credited’ 


with: 


(1) Citizen and Domestic Corporation.— 


In the case of a citizer of the United 
States and of a domestic corporation, the 
amount of any income, war-profits, and 


the taxable year to any foreign country 
or 4 any possession of the United States; 
an 


(2) Resident of United States—In the 





corporation which owns a majority of the 
voting stock of a foreigr corperation from 
which it receives dividends (not deducti- 
ble‘ under section 23(p)) in any taxable 
year shall be deemed to have paid the 
same ion of any income, war- 
profits, or excess-profits taxes paid by 
such foreign corporation to any foreign 
country or to any possession of the United 
| States, upon or with respect to the accu- 
mulated profits of such foreign corpora- 
tion from which such dividends were paid, 
which the amount of such dividends bears 
;to the amount of such accumulated 
| profits: Provided, That the amount of tax 


section shall in no case exceed the same 
proportion of the tax against which credit 





gnifies in his return his desire to. 


is taken which the amount of such divi- 
dends bears to the amount of the entire 
net income of the domestic corporation in 


which such dividends are included. The} 


term “accumulated profits” when used in 
this subsection in reference to a foreign 
corporation, means the amount of its 
gains, profits, or income in excess of the 
income, war-profits, and éxcess-profits 
taxes imposed upon or with respect to 
such profits or income; and the Commis- 
sioner with the approval of the Secretary 
shall have full power to. determine from 
the accumulated 
| years such dividends were paid; treating 
dividends paid in the first sixty days of 
any year as having been paid from the 
accumulated profits of the preceding year 
or years (untess to his satisfaction shown 
| otherwise), and in other respects treating 
| dividends as having been paid from the 
most recently accumulated gaizis, profits, or 
earnings. In the case of a foreign cor- 
poration, the income, war-profits, and ex- 
cess-profits taxes of. which are determined 
lon the basis of an accounting period of 
less than one year, the word “year” as used 
in this subsection shall be construed to 
mean such accounting period. 





‘lowing corporations shall be treated as 
foreign corporations: 


(1) A corporation entitled to the bene- 


| deemed to have been paid under this sub- | 


profits of what year or| 


(g) Corporations Treated as Foreign.—} 
For the purposes of this section the fol-| 
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only for the domestic corporations withia 
the affiliated group. An insurance com- 
pany subject to the tax imposed by sec- 
tion 201 or 204 shall not be included in 
the same consolidated return with a cor- 
poration subject to the tax imposed by 
section 13, and an insurance company sub- 
ject to the tax imposed by section 201 shall 
not be included in the same consolidated 
return with an insurance company subject 
to the tax imposed by section 204. 

(f) China Trade Act Corporations.—A 
corporation organized under the China 
| Trade Act, 1922, shall not be deemed to be 
| affiliated with any other corporation 
within the meaning of this section. 

(g) Corporations Deriving Income From 
Possessions of United States.—For__the 
purposes of this section a corporation en- 
titled to the benefits of section 251, by rea- 
son of receiving a large percentage of its 
|income from possessions of the United 
States, shal: be treated as a foreign cor- 
poration. 

(h). Subsidiary Formed to Comply With 
Foreign Law.—In the case of a domestic 
corporation owning or controlling, directly 
or indirectly, 100 per centum of the cap- 
ital. stock (exclusive or directors’ qualify- 
ing shares) of a corporation organized 
under the laws of a contiguous foreign 
country and maintained solely for the pur- 
pose of complying with laws of such coun- 
try as to title and operation of property, 
such foreign corporation may, at the op- 
tion of the domestic corporation, be 
treated for the purpose of this title as a 
domestic corporation. 

| (i) Suspension of Running of Statute 
|of Limitations.—If a notice under section 
272 (a) in respect of a deficiency for any 
|taxable year is mailed to a corporation, 
| the suspension of the running of the stat- 
ute of limitations provided in section 277, 
shall apply in the case of corporations 
with which such corporation made a con- 
solidated return for such taxable year. 

(j) Allocation of Income and Deduc- 
tions.—For allocation of income and de- 
ductions of related trades or business, see 
section 45. 


{ 
i 


case of a resident of the United States, fits of section 251, by reason of receiving See. 142, Fiduciary Returns 


the amount of any such taxes paid or ac-| a large percentage of its gross income from|. @) Requirement of Return—Every 
crued during the taxable year to any pos- sources within © ponsemien of the United | fiduciary (except a receiver appointed 
session of the United States; and States; by authority of law in possesion of 

(3) Alien Resident of United States—In| (2) A corporation organized under the|Part only of the property of an in- 


dividual) shall make under oath a re- 


the case of an alien resident of th ited | Chi 
D e Un ina Trade Act, 1922, and entitled to the | turn for any of the following individuals, 


States, the am@®unt of any such taxes paid credit provided for in section 261. 


United States—The following items of | Or accrued during the taxable year to any| 
gross income shall be treated as income | foreign country, if the foreign country of | 
from sources without the United States:| which such alien resident is a citizen or 
(1) Interest other than that derived | subject, in imposing such taxes, allows a 
from sources within the United States as; Similar credit to citizens of the United | 
provided in subsection (a) (1) of this| States residing in such country; and 
section; (4) Partnerships and Estates—In the 
(2) Dividends other than those derived | Case of any individual who is a member of 
from sources within the United States as |4 Partnership ora beneficiary of an estate 


provided in subsection (a) (2) of this Or trust, his proportionate share of such 
section; | taxes of the partnership or the estate or 


| estates, or trusts for which he acts, stating 


Sec. 132. Payments Under 1928 Act |specificaly the items of gross income 


‘Any amount paid before or after the en- 


actment of this Act on account of the tax 
imposed for a fiscal year Beginning in 1931 
and ending in 1932 by Title II of the Reve-| 
nue Act of 1928 shall be credited toward | 
the payment of the tax imposed for such 
fiscal year by this Act, and if the amount 
so paid exceeds the amount of such tax 
imposed by this Act, the excess shall be 





(3) Compensation for labor or personal 
aot tiers performed without the United 
tates: 


j 


(4) Rentals or royalties from property | be 


locaied without the United States or from 
any interest in such property, including 
rentals or royalties for the use of or for | 
the privilege of using without the United | 
States, patents, copyrights, secret =| 
esses and formulas, good will, trade-marks, 
trade brands, franchises, and other like! 
properties; and 

(5) Gains, profits, and income from the 
Sale of real property located without the | 
United. States. 

(d) Net Income From Sources Without 
United States—From the items of 
income specified in subsection (c) of this 
section there shall be deducted the ex- 
Penses, losses, and other deductions prop- 
erly apportioned or allocated thereto, and} 
a ratable part of any expenses, losses, or | 
other deductions which can not definitely | 
be allocated to some item or class of gross | 
income. The remainder, if any, shall be} 
treated in full as net income from sources | 
without the United States. 

(e) Income From Sources Partly Within 
and Partly Without United States—Items 
of gross income, expenses, losses and de-| 
ductions, other than those specified in sub- | 
sections (a) and (c) of this section, shall 
be allocated or apportioned to sources 
within or without the United States, under 
rules and regulations prescribed by the} 
Commissioner with the approval of the 
Secretary. Where items of gross income | 
are separately allocated to sources within | 
the United States, there shall be deducted 
(for the purpose of computing the net in- 
come therefrom) the expenses, losses, and 
other deductions properly apportioned or 
allocated thereto and a ratable part of 
other expenses, losses or other deductions 
which can not definitely be allocated to 
some item or class of gross income. The 
remainder, if any, shall be included in full 
as net income from sources within the 
United States. In the case of gross in- 
come derived from sources partly within 
and partly without the United States, the 
net income may first be computed by de- 
ducting the expenses, losses, or other de- 
ductions apportioned or allocated thereto 
and a ratable part of any expenses, losses, 
or other deductions which can not defi- 
nitely be allocated to some items or class 
of gross income; and the portion of such 
net income attributable to sources within 


} 


the United States may be determined by) 


processes or formulas of general appor- 
tionment prescribed by the Commissioner 
with the approval of the Secretary. Gains, 
profits, and income from— 

(1) transportation or other services 
rendered partly within and partly without 
the United States, or 

42) from the sale of personal property 
produced (in whole or in part) by the tax- 
payer within and sold without the United 
States, er produced (in whole or in part) 
by the taxpayer without and sold within 
the United States, 


y 


shall be treated as derived partly from) 


entire net income for the same taxable lieu of separate returns. The making of 


credited or refunded in accordance with 


trust paid or accrued daring the taxable | the provisions of section 322 


year to a foreign country or to any posses- | 
sion of the United States, as the case may Supplement D—Returns and 


Payment of Tax 
(Supplementary to Subtitle B, Part V] 
Sec. 141. Consolidated Returns of 

(1) The amount of the credit in respect Corporations 
of the tax paid or accrued to any country| (a) Privilege to File Consolidated Re- 
shall not exceed ‘the same proportion of turns.—An affiliated group of corporations 
the tax against which such credit is taken, | shall, subject to the provisions of this sec- 
which the taxpayer’s net income from| tion, have the privilege of making a con- 
sources within such country bears to his|solidated return for the taxable year in 


° & 

‘b) Limit on Credit—The amount of 

the credit taken under this section shall | 

Be camgoct to each of the following limi-| 
ions : 


| 


| 


year; and |@ consolidated return shall be upon the! 

(2) The total amount of the credit shall condition that all the corporations which | 
not exceed the same proportion of the tax have been members of the affiliated group | 
against which such credit is taken, which| at any time during the taxable year for) 
the. taxpayer's net income from sources| which the return is made consent to all| 
without the United States bears to his en-| the regulations under subsection (b) (or,| 
tire net income for the same taxable year. | in case such regulations are not prescribed 

(c) Adjustments on Payment of Ac-| prior to the making of the return, then 
crued Taxes.—If accrued taxes when paid| the regulations prescribed under section 
differ from the amounts claimed as credits | 141(b) of the Revenue Act of 1928 in so 
by the taxpayer, or if any tax paid is re- }far as not inconsistent with this Act) pre- 
funded in whole or in part, the taxpayer scribed prior to the making of such re- 
Shall notify the Commissioner, who shall| turn; and the making of a consolidated | 
redetermine the amount of the tax for| return shall be considered as such con-| 
the year or years affected, and the amount| sent. In the case of a corporation which | 
of tax due upon such redetermination, if | is a member of the affiliated group for a 
any, shall be paid. by the taxpayer upon! fractional part of the year the consoli- 
notice and demand by the collector, or! dated return shail include the income of) 
the amount of tax overpaid, if any, shall! such corporation for such part of the year) 





| 
} 
| 
| 


thereof and the deductions and credits 
allowed under this title— 

(1) Every individual having a net in- 
come for the taxable year of $1,000 or 
over, if single, or if married and not living 
| with husband or wife; 

(2) Every individual having a net in- 
come for the taxable year of $2,500 or 


| over, if married and living ‘with husand 


or wife; 

(3) Every individual having a gross in- 
come for the taxable year of $5,000 or 
over, regardless of the amount of his net 
income; 

(4) Every estate or trust the net in- 
come of which for the taxable year is 
$1,000 or over; 

(5) Every estate or trust the gross in- 
come of which for the taxable year is 
$5,000 or over, regardless of the amount 
of the net income; and 

(6) Every estate or trust which any 
beneficiary is a nonresident alien. 

(b) Joint Fiduciaries—Under such reg- 
ulations as the Commissioner with the 
approval of the Secretary may prescribe 
a return made by one of two or more 
joint fiduciaries and filed in the office 
of the collector of the district where such 
fiduciary resides shall be sufficient com- 
pliance with the above requirement. Such 
fiduciary shall make oath (1) that he has 
sufficient knowledge of the affairs of the 
individual, estate, or trust for which the 
return is made, to enable him to make 
the return, and (2) that the return is, 
to the best of his knowledge and belief, 
true and correct. 

(c) Law Applicable to Fiduciaries— 
Any fiduciary required to make a return 
under this title shall be subject to all 
the provisions of law which apply to in- 


be credited or refunded to the taxpayer 
in accordance with the provisions of sec- 
tion 322. In the case of such a tax ac- 


this credit may require the taxpayer to 
give a bond with sureties anbiefnotery to 
and to be approved by the Commissioner 
in such sum as the Commissioner may re- 
quire, conditioned upon the Payment by 
the taxpayer of any amount of tax found 
due upon any such redetermination; and 
the bond herein prescribed shall contain 
such further conditions as the Commis- 
(a) Year in Whi 

ear ich Credit Taken —Th 
credits provided for in this section an 
at the option of the taxpayer and irrespec- 
tive of the method of accounting employed 
in keeping his books, be taken in the year 
in which the taxes of the foreign country 
or the possession of the United States ac- 
crued, subject, however, te the conditions 


\tion. If the taxpayer elects to take such 


credits in the year in which the taxes of 
the foreign country or the possession of 
the United States accrued, the credits for 
all subsequent years shall be taken upon 
the same basis, and no portion of any such 
taxes shall be allowed as a deduction in 
the same or any succeeding year. 

(e) Proof of Credits.—The credits pro- 
vided in this section shall be allowed only 
if the taxpayer establishes to the satisfac- 
tion of the Commissioner (1) the total 
amount of income derived from sources 
without. the United States, determined as 
provided in section 119, (2) the amount of 
income derived from each country, the tax 





sources within and partly from sources 
without the United States. Gains, profits 
and income derived from the purchase of 
personal property within and its sate with- 
out the United States or from the pur 
chase of personal property without and its 


sale within. the. United States, shall Bal 
from. sources 
Cy except 


treated, a5 .deriyed entirely. 
within the country in whic 





paid or accrued to which is claimed as a 
credit under this section, such amount to 
be determined under rules and regula- 
tions prescribed by the Commissioner with 
the approval of the Secretary, and (3) all 
other information necessary for the veri- 
fication and computation of such credits. 
(f) Taxes. of . Foreign .Subsidiary.—For, 


|'fhé “purposes of this section a domestic 


crued but not paid, the Commissioner as'| 
| @ condition precedént to the allowance of 


prescribed in subsection (c) of this sec-| 


| as it is a member of the affiliated group. 

(b) Reguiations.— The Commissioner, 
with the approval of the Secretary, shall 
prescribe such regulations as he may deem 
necessary in order that the tax liability of 
an affiliated group of corporations making 
|@& co dated return and of each ‘cor- 
|poration in the group, both during and 
|after the period of affiliation, may be de- 
termined, computed, collected, 
and adjusted in such manner as clearly 
to reflect the income and to prevent 
avoidance of tax liability. 

(c) Computation and Payment of Tax.— 
}In any case in which a consolidated re- 
turn is made the tax shall be determined, 
| computed, assessed, collected, and ad- 
|under subsection: (b) (or, in case such 


justed in accordance with the regulations 
| regulations are not prescribed prior to the 





| making of the return, then the regula-| 


|tions prescribed under section 141(b) of 
lthe Revenue Act of 192@ in so far as not 


jinconsistent with this Act) prescribed 


| prior to the date on which such return is) 


made; except that for the taxable years 
| 1932 and 1933 there shall be added to the 
rate.,of tax prescribed by sections 13(a), 
| 201(b), and 204(a), a rate of three-fourths 
of 1 per centum; * 

(d) Definition of “Affiliated Group.”— 
As used in this section an “affiliated 
group” means one or more chains of cor- 
porations connected through stock owner- 
ship with a common parent corporation 


if— 

ay At least 95 per centum of the stock 
of each of the corporations (except the 
;common parent corporation) is owned di- 
| rectly by one or more of the other cor- 
| porations; and 

(2) The common parent corporation 
owns directly at least 95 per centum of the 
stock of at least one of the other cor- 
porations. 





| 


| As used in this subsection the term “stock”| 


| does not include nonvoting stock which is 
limited, and preferred.as. to divid 
(e) A consolidated return shal? 


Te tikae t 


dividuals. 
Sec. 143. Withholding of Tax at Source 


(a) Tax-free Covenant Bonds.— 

(2) Requirement of Withholding.—In 
any case where bonds, mortgages, or deeds 
lof trust, or other similar obligations of 
!a corporation contain a contract or pro- 
vision by which the obligor agrees to pay 
lany portion of the tax imposed by this 
| title upon the obligee, or to reimburse the 
obligee for any portion of the tax, or to 
pay the interest without deduction for 
any tax which the obligor may be re- 
quired or permitted to pay thereon, or to 
retain therefrom under any law of the 
United States, the obligor shall deduct and 
withhold a tax equal to 2 per centum of the 
|interest upon such bonds, mortgages, 
|deeds of trust, or other obligations, 
| whether such interest is payable annually 
or at shorter or longer periods, if pay- 
able to an individual, a partnership, or 
a foreign corporation not engaged in trade 
or business within the United States and 
not having any office or place of business 
therein: Provided, That if the liability 
assumed by the obligor does not exceed 
2 per centum of the interest, then the 
deduction and withholding shall be at the 
following rates: 

(A) 8 per centum in the case of a 
nonresident alien individual, or of any 
partnership not engaged in trade or busi- 
iness within the United States and not 
having any office or place of business 
therein and composed in whole or in part 
of nonresident aliens, (B) 13% per centum 
in the case of such a foreign corporation, 
and (C) 2 per centumi in the case of other 
individuals and partnerships: Provided 
further, That if the owners of such obli- 
gations are not known to the withholding 
agent the Commissioner may authorize 
such deduction and withholding to be at 
the rate of 2 per centum, or, if the liability 
assumed by the obligor does not exceed 
2 per centum of the interest, then at 


the _r of 8 IM ok Wom > : 
oh pcneht Mf Credits Against’ Net In- 


; 





re 
Ore 
lias "1 


Act of 1932 


ven ae 


. . s * : % \ Fao and detain 


come—Such deduction. and 

shall. not-‘be required’ in the case - of. 
citizen or resident entitled to receive 
interest, if he files ‘with the withholding 
agent on or before February 1 a signed 
notice in writing claiming the benefit of 
the credits provided in section 25 (c) and 
(da); nor in the case wi ee roe 
lien individual if so prov or - 
ulations prescribed by the Commissioner 
under section 215. dasues 

(3) Income of Obligor’ and —_ 
The obligor shall not be allowed a reduc- 
tion for the payment of the tax imposed 
by this title; or any other tax paid pur- 
suant to the tax-free covenant clause, 
nor shall such tax be included in the 
gross income of the obligee. 

(b) Nonresident Aliens.—All persons, 
in whatever capacity acting, including 
lessees or mortgagors of real or personal 
property, fiduciaries, employers, and all 
officers and employees of the United 
States, having the control, receipt, custody, 
disposal, or payment of interest (except in- 
terest on deposits with persons carrying 
on the banking business paid to persons 
not ergaged in business in the United 
States and not having an Office or place 
of business therein), rent, salaries, wages, 
premiums, annuities, compensations, re- 


munerations, emoluments, or other fixed | 


or determinable annual or periodical gains, 


profits, and income, of any nonresident 


individual, or of any partnership not | 
Son in trade or business within the 
United States and not having any office 
or place of business therein and com 
in whole or in part of nonresident aliens, 
(other than income received as dividends 
of the class allowed as a credit by section | 
25 (a) shall (except in the cases provided 
for in subsection (a) of this section and 
except as otherwise provided in regula- 
tions prescribed by the Commissioner un-| 
der section 215) deduct and withhold from 
such annual or periodical gains, profits, | 
and income a tax equal to 8 per centum 
thereof: Provided, That the Commis- 
sioner may authorize such tax to be de- 
ducted and Withheld from the interest} 
upon any securities the owners of which | 
are not known to the withholding agent.,, | 


(c) Return and Payment.—Every per-| 
son required to deduct and withhold any 


lity of 

reof, be fined not more than $10,000, or 

im for not more than five years, 

or both, together with the costs of prose- 
cution. 

(ec) The term “person” as used in this 
section includes an officer or employee of 
a corporation or a member or employee of 
a partnership, who as such officer, employee, 
or member is under a duty to perfom the 
act in’ respect of which the violation oc- 
| Curs. 

Sec. 146, Clesing by Commissioner 
of Taxable Year 

(a) Tax in Jeopardy.—If the Commis- 
sioner finds that a taxpayer designs 
| quickly to depart from the United States 
or to remove his property therefrom, or to 
| conceal himself or his property therein, or 
|to do any other act tending to prejudice 
|or to render wholly or. partly ineffectual 
proceedings to collect the tax for the tax- 
able year then last past or the taxable 
| year then current unless such proceedings 
'be brought without delay, the Commis- 
| sioner shall declare the taxable period for 
such taxpayer immediately terminated and 
shall-cause notice of such finding and dec- 
laration to be given the taxpayer, together 
with a demand ‘for immediate payment of 
the tax for the taxable period so declared 
terminated and of the tax for the preced- 
ing taxable year or so much of such tax 
as is unpaid, whether or not the time oth- 
erwise allowed by law for filing return and 
paying the tax has expired; and such 
taxes shall thereupon become immediately 
|due and payable. In any proceeding in 
court brought to enforce payment of taxes 
made due and payable by virtue of the 
provisions of this section the finding of 
the Commissioner, made as herein pro- 
vided, whether made after notice to the 
taxpayer or not, shall be for all purposes 
presumptive evidence of the taxpayer’s de- 
sign. 

(b) Security for Payment.—A taxpayer 
who is not in default in making any re- 
turn or paying income, war-profits, or ex- 
cess-profits tax under any Act of Con- 
gress may furnish to the United States, 
under regulations to be prescribed by the 
Commissioner, with the approval of the 
Secretary, security approved by the Com- 





tax under this section shall make return 
thereof on or before March 15° of each} 
year and shall on or before June 15, in 
lieu of the time prescribed in section 56, 
pay the tax to the official of the United 


missioner that he will duly make the re- 
turn next thereafter required to be filed 
and pay the tax next thereafter required 
to be paid. The Commissioner may ap- 





States Government authorized to receive 
it. Every such person is hereby made} 
liable for such tax and is hereby indem- 
nified against the claims and demands of 
any person for the amount of any pay- 
ments made in accordance with the pro- 
visions of this section. 

(d) Income of Recipient.—Income upon | 
which any tax is required to be withheld | 
at the source under this section shall be | 
included in the return of the recipient of | 
such income, but any amount of tax SO | 
withheld shall be credited against . the 
amount of income tax as computed in such | 
return. 

(e) Tax Paid by Recipient—If any tax | 
required under this section to be deducted 
and withheld is paid by the recipient of | 
the income, it shall no be re-collected 
from the withholding agent; nor in cases 
in which the tax is so paid shall any pen- 
alty be imposed upon or collected from the 
recipient of the income or the withhold- 
ing agent for failure te return or pay the | 
same, unless such failure _ ro 

for the purpose of evading payment. 
rs Refunds and Credits—Where there 
has been an overpayment of tax under this 
section eay refund or credit made under ; 
the provisions of section 322 shall be made 
to the withholding agent unless the | 
amount of such tax was actually withheld 
by the withholding agent. g 

(g) Notwithstanding the provisions of | 
subsections (a) and (b), the deduction and | 
withholding for any period prior to the | 
date of the enactment of this Act shall be | 
at the rates of 12 per centum and 5 per | 
centum in lieu of the rates of 13% per 
centum and 8 per centum prescribed in 
such subsections. 


Sec. 144. Payment of Corporation 
Income Tax at Source 


In the case of foreign corporations sub- 
ject to taxation under this title not en- 


gaged in trade or business within ed 


United States and not~having any office 
or-place of business therein, there shall be 


deducted and withheld at the source in the | 


same manner and upon the same items of 
income as is provided in section 143 a tax 
equal to 12 per centum thereof in respect 
of all payments of income made before 
the enactment of this Act, and equal to 
13% per centum thereof in respect of all 
payments of income made after the enact- 
ment of this Act, and such tax shall be re- 
turned and paid in the same manner and 
subject to the same conditions as provided 
in that section: Provided, That in the case 
of interest described in subsection (a) of 
that section (relating to tax-free covenant 
bonds) the deduction and withholding 
shall be at the rate specified in such sub- 
section. 
Sec. 145. Penalties 

(a) Any person required under this title 
to pay any tax, or required by law or regu- 
lations made under authority thereof to 
make a return, keep any records, or supply 
any information, for the purposes of the 
computation, assessment, or collection of 
any tax imposed by this title, who willfully 
fails to pay such tax, make such return, 
keep such records, or supply such informa- 
tion, at the time or times required by law 
or regulations, shall, in addition to other 
penalties provided by law, be guilty of a 
misdemeanor and, upon conviction thereof, 
be fined not more than $10,000, or impris- 
oned for not more than one year, or both, 
together with the costs of- prosecution. 

(b) .Any person required, under this title 


| prove and accept in like manner security 


for return and payment of taxes made due 
and payable by virtue of the provisions of 
this section, provided the taxpayer has 
paid in full all other income, war-profits, 
or excess-profits taxes due from him under 
any Act of Congress. 

(c) Same—Exemption From Section.— 
If security is approved and*accepted pur- 
suant to the provisions of this section and 
such further or other security with respect 
to the tax or taxes covered thereby is 
given as the Commissioner shall from time 
to time find necessary and require, pay- 
ment of such taxes shall not be enforced 
by any proceedings under the provisions of 
this section prior to the expiration of the 
time otherwise allowed for paying such re- 
spective taxes. 

(d) Citizens.—In the case of a citizen of 
the United States or of a possession of the 
United States about to depart from the 
United States the Commissioner may, at 
his discretion, waive any or all of the re- 


| quirements placed on the taxpayer by this 


section. ¢ 

(e) Departure of Alien.—No alien shall 
depart from. the United States unless he 
first procures from the collector or agent 
in charge a certificate that he has com- 
plied with all the obligations imposed 
upon him by the income, war-profits, and 
excess-profits tax laws. 

(f) Addition to Tax.—If a taxpayer vio- 
lates or attempts to violate this section 
there shall, in addition to all other penal- 
ties, be added as part of the tax 25 per 
centum of the total amount of the tax or 
deficiency in the tax,.together with inter- 
est at the rate of 1 per centum a month 
from the time the tax became due. 


See. 147. Information at Source 


(a) Payments of $1,000 or More.—All 
persons, in whatever capacity. acting, in- 
cluding lessees or mortgagors of real or 
personal property, fiduciaries, and employ- 
ers,, making payment to another person, 
of interest, rent, salaries, wages, premiums, 
annuities, compensations, remunerations, 
emoluments, or other fixed or determinable 
gains, profits, and income (other than 
payments described in section 148(a) or 
149), of $1,000 or more in any taxable 
year, or, in the case of such payments 
|made by the United States, the officers 
|or employees of the United States having 
information as to such payments and re- 
quired to make returns in regard thereto 
by the regulations hereinafter provided 
for, shall render a true and accurate re- 
turn to the Commissioner, under such reg- 
; ulations and in such form and manner 
and to such extent as may be prescribed 
| by him with the approval of the Secretary, 
| setting forth the amount of such gains, 
profits, and income, and the name and 
address of the recipient of such payment. 
| -(b) Returns Regardless of Amount of 
| Payment.—Such returns may be required, 
regardless of amounts, (1) in the case-of 
payments of interest upon bonds, mort- 
gages, deeds of trust, or other similar obli- 
gations of corporations, and (2) in the 
case of collections of items (not payable 
in the United States) of interest upon the 
bonds of foreign countries and interest 
upon the bonds of and dividends from 
foreign corporations by persons undertak- 
ing as a matter of busihess or for prefit 
the collection of foreign Payments of such 
interest or dividends by méans of coupons, 
checks, or bills of excliange. ; 

(c) Recipient to Furnish Name and Ad- 
dress.—When necessary to make effective 





to. collect, aceount for, and pay over any 
tax imposed by this title,.who willfully 
fails to collect or truthfully account for 
ee uulaie pitieiee 10 ami easier to 
wi illfully ai any manner to 
evade we defeat any tax>imposed “by; tilis 


the provisions of this section the name 
and address of the recipient of income 
shall be furnished. upon demand of. the 
person paying the income. . 
(d) Obi LS of United States.—The 
provisions of this ‘section ‘shall not’ # 


elony and, upon conviction |- 





to the 

of the United States. — 1a 
Sec. 148. Infermation by. Corporations. 
(a) Dividend Payments,—Every corpora- 
tion subject to the. tax imposed by this 
title shall, when required by the Commis- 
sioner, render a correct return, duly veri- 
fied under oath, of its payments of divi- 
dends, stating the name and address of 
each shareholder, the numberof shares 
owned ‘by him, and the amount of divi- 
dends paid to him. 

(b) Profits of Taxable Year Declared as 
Dividends.—There shall be included in the 
return or appended thereto a statement of 
such.facts as wiii enable the Commissioner 
to determine the portion of the earnings 
or profits of the corporation (including 
gains, profits, and income not taxed) ac- 
cumulated during the taxable year for 
which the return is made, which have been 
distributed or ordered to be distributed, 
respectively, to its shareholders during 
such year. ts 

(c) Accumulated Gains and Profits.— 
When requested by the Commissioner, or 
any collector, every corporation. shall for- 
ward to him a correct statement of accu- 
mulated gains and profits and the names 
and addresses of the individuals or share- 
holders who would bé entitled to the same 
if divided or distributed, and of the 
amounts that would be payable to each. 


Sec. 149. Returns of Brokers 


Every person doing business as a broker 
shall, when required by the Commissioner, 
render a correct return duly verified under 
oath, under such rules and regulations as 
the Commissioner, with the approval of 
the Secretary, may prescribe, showing the 
names of customers for whom such per- 
son has transacted any business, with such 
details as to the profits, losses, or other 
information which the Commissioner may 
require, as to each of such customers, as 
will enable the Commissioner to determine 
whether all income tax due on profits or 
gains of such customers has been paid. 

Sec. 150. Collection of Foreign Items 

All persons -undertaking as a matter of 
business or for profit the collection of for- 


| eign payments of interest or dividends by 


means of coupons, checks, or bills of ex- 


change shall obtain a license from the | 


Commissioner and shall be subect to such 
regulations enabling the Government to 
obtain the information required under this 
title as the Commissioner, th the ap- 
proval of the Secretary, shall prescribe; 
and whoever knowingly undertakes to col- 
lect such payments without having ob- 
tained a license therefor, or without com- 
plying with such regulations, shall be 
guilty of a misdemeanor and shall be fined 
not more than $5,000 or imprisoned for 
not more than one year, or both. 


Supplement E—Estates and 


Trusts 
Sec. 161. Imposition of Tax 


(a) Application of Tax—The taxes im- 
posed by this title upoff individuals shall 
apply to the income of estates or of any 
kind of property held in trust, including— 

(1) Income accumulated in trust for the 
benefit of unborn or unascertained persons 
or persons with contingent interests, and 
income accumulated or held for future 
distribution under the terms of the will 
or trust; 

(2) Income which is to be distributed 
currently by the fiduciary to the beneficia- 
ries, and income collected by a guardian of 
an infant which is to be held or distrib- 
uted as the court. may direct; 

(3) Income received by estates of de- 
ceased persons during the period of ad- 


ee or settlement of the estate; 


(4 Income which, in the discretion of 
the fiduciary, may be either distributed to 
the beneficiaries or accumulated. 

(b) Computation and Payment. — The 
tax shall be computed upon the net income 
of the estate or trust, and shall be paid 
by the fiduciary, except as provided in sec- 
tion 166 (relating to revocable trusts) and 
section 167 (relating to income for bene- 
fit of the grantor). For return made by 
beneficiary, see section 142. : 


Sec. 162. Net Income 


The net income of the estate or trust 
shall be computed in the same manner 
and on the same basis as in the case of 
an individual, except that— 

(a) There shall be allowed as a deduc- 
tion (in lieu of the deduction for char- 
itable, etc., contributions authorized by 
section 23 (n) any part of the gross income, 
without limitation, which pursuant to the 
terms of the will or deed creating the 
trust, is during the taxable year paid or 
permanently set aside for the purposes 
and in the manner specified in section 
23(n), or is to be used exclusively for re- 
ligious, charitable, scientific, literary, or 
educational purposes, or for the prevention 
of cruelty to children or animals, or for 
the establishment, acquisition, -mainte- 
nance or operation of a public cemetery 
not operated for profit; 

(b) There shall be allowed as an addi- 
tional deduction in computing the net in- 
come of the estate or trust the amount of 
the income of the estate or trust for its 
taxable -year which is to be distributed 
currently by the fiduciary to the beneficia- 
ries, and the amount of the inco col- 
lected by a guardian of an infant which 
is to be held or distributed as the court 
may direct, but the amount so allowed as 
a deduction shall be included in comput- 
ing the net income of the beneficiaries 
whether distributed to them or not. Any 
amount allowed as a deduction under this 
paragraph shall not be allowed as a de- 
duction under subsection (c) of this sec- 
tion in the same or any succeeding taxable 
year; 

(c) In the case of income received by 
estates of deceased persons during the pe- 
riod of administration or settlement of the 
estate, and in the case of income which, 
inthe discretion of the fiduciary, may be 

distributed the beneficiary or 
accumulated, there ll-be allowed as an 
additional deduction in computing the net 
income of the estate or trust the amount 
of ‘the ‘incéme ‘of tthe estate’ or trust for 


payment: of: interest-on obligations | its 





taxable year. which is properly. paid. or. 
credited during such year to 
heir, or beneficiary, but the amount so 
allowed as a deduction shall be included 
in computing the net income of the leg- 
atee, heir, or beneficiary. 

Sec. 163. Credits Against Net Income 

(a) Credits of Estate or ‘Trust.—For the 
purpose of the normal tax the estate or 
trust. shall be allowed the same personal 
exemption as is allowed to a single person 
under section 25(c), and, if no part.of the 
income of the estate or trust is included 
in computing the net income of any leg- 
atee, heir, or beneficiary, then in addition 
the same credits against net income for 
dividends and interest as are allowed by 
section 25(a) and (b). 

(b) Credits of Beneficiary—If any part 
of the income of an estate or trust is in- 
cluded in computing the net income of any 
legatee; heir, or beneficiary; such legatee, 
heir, or beneficiary shall, for the purpose 
of the normal tax, be allowed as credits 
against net income, in addition to the 
credits allgwed to him under section 25, his 
proportionate share of such amounts of 
dividends and interest specified -in section 
25(a) and (b) as are, under this: Supple- 
ment, required to be included in comput- 
ing his net income. Any remaining por- 
tion of such amounts specified in section 
25(a) and (b) shall, for the purpose of the 
normal tax, be allowed as credits to the 
estate or trust. 

Sec. 164, Different Taxable Years 

If the taxable year of a beneficiary is 
different from that of the estate or trust, 
the amount which he is required, under 
section 163(b), to include im computing 
his net imcome, shall be based upon the 
income of the estate or trust for any tax- 
able year of the estate or trust ending 
within his taxable year. 

See. 165. Employees’ Trusts 

A trust created by an employer as a part 
ot a stock bonus, pension, or profit-sharing 
pian for the exclusive benefit of some or 


-all of his employees, to which contributions 


are made by such employer, or employees, 
or both, for the purpose of distributing to 
such employees the earnings and principal 
of the fund accumulated by the trust in 
accordance with such plan, shall not be 
taxable under section 161, but the amount 
actually distributed or made available to 
any distributee shall be taxable to him in 
the year in which so distributed or made 
available to the extent that it exceeds the 
amounts paid in by him. Such distributees 
shall for the purpose of the normal tax 
be allowed as credits against net income 
such part of the amount so distributed 
or made available as represents the items 
of dividends and interest spesified in sec- 


| tion 25 (a) and (b). 


See. 166. Revocable Trusts 
Where at any time during the taxable 
year the power to revest in the grantor 
title to any part of the corpus of the 


| trust is vested— 


(1) in’ the grantor, either alone or in 
conjunction with any person not having 
a substantial adverse interest in the dis- 
position of such part of the corpus. or 
the income therefrom, or 

(2) in any person not having a substan- 
tial adverse interest in the disposition of 
such part of the corpus or the income 
therefrom, 
then the income of such part of the trust 
for such taxable year shall be included in 
computing the net income of the grantor. 
Sec. 167. Income for Benefit of Granter 

(a) Where any part of the income of 
a trust— 

(1) is, or in the diseretion-of the grantor 
or.of any person not having a substantial 
adverse interest in the disposition of such 
part of the income: may. be, held or ac- 
cumulated for future distribution to the 
grantor; or . 

(2) may, in the discretion of the grantor 
or of any person not having a substantial 
adverse interest in the disposition of such 
part of the income, be distributed to the 
grantor; or 

(3) is, or in the discretion of the grantor 
or Of any person not having a substantial 
adverse interest in the disposition of such 
part of the income may be, applied to the 
payment of premiums upon policies of in- 
surance on the life of the grantor ‘(except 
policies of insurance irrevocably payable 
for the purposes and in the manner speci- 
fied in section 23(n), relating to the so- 
aa “charitable contribution”  deduc- 
ion) ; 
then such part of the income of the trust 
shall be included in computing the net 
ineome of the grantor. 

(b) As used in this section, the term “in 
the discretion of the grantor” means “in 
the discretion of the grantor, either aléne 
or in conjunction with any person not 
having a substantial adverse interest in 
the disposition of the part of the income 
in question.” 

Sec. 168. Capital Net Gains and Losses 

In the case of an estate or trust, or of a 
beneficiary of an estate or trust, the proper 
part of each share of the net income which 
consists, respectively, of ordinary net in- 
come, capital net gain, or capital net loss, 
shall be determined-under rules and reg- 
ulations to be prescribed by the Commis- 
sioner with the approval of the Secretary, 
and ‘shall be separately shown in the re- 
turn of the estate or trust, and shall be 
taxed to the beneficiary or to the estate 
er trust as provided in this Supplement, 
but at the rates and in the manner pro- 
vided in section 101 (a) and (b), relating 
to capital net gains and. losses. 

. 169. Net Losses 

The benefit of the special deduction for 
net losses allowed by section 117 shall be 
allowed to an estate or trust under regu- 
lations prescribed by the Commissioner 
with the approval of the Secretary. 

Set- 170. Taxes of Foreign Countries and 
Possessions of United States 

The amount of income, war-profits, and 
excess-profits taxes imposed by foreign 
countries or possessions of the United 
States shall be allowed as credit against 
the tax of the beneficiary of an estate or  * 
trust to the extent provided in section 131. - 


Supplement F—Partnerships 
See. 181, Partnership Net. Taxable 
individuals ¢arrying winaebse part- 





any legatee; 
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nership shall_be.liable for income:tax 
in their individual capacity. 
See. 182. Tax of Partners , 


(a) General Rule.—There shall be in- 
cluded in computing the net income: of 
each partner his distributive share, 
whether ‘distributed or not, of the net:in- 
come of the partnership’ for the taxable 
year. If the taxable year of a partner is 
Gifferent from that-of the partnership, the 
amount so included shall be based upon 
the income of the ‘partnership for any 
taxable year of the partnership ending 
within his taxable year. 




































































fiscal year of a partnership begins in one 
calendar year and ends in another calen- 
dar year, and the law applicable to the 
second calendar year is different from the 
law applicable to the first. calendar year, 
then 

(1)-the rates for the calendar year dur- 
ing which such fiscal, year. begins shall 
apply to an amount of each partner’s share 
of such partnership net income (deter- 
mined under: the law applicable ‘to such 
calendar year) equal to the proportion 
which the part of such fiscal year falling 
within such calendar year bears to the full 
fiscal year, and 

(2) the rates for the calendar year dur- 
ing which such fiscal year ends shall ap- 
ply to an amount of each partner’s share 
of such partnership net income (deter- 
mined under: the law applicable to such, 
calendar year) equal to the proportion 
which the part of such fiscal. year falling 
within such calendar year bears to the 
full fiscal year. 
In such cases the part of such income 
Subject to the rates in effect for the most 
recent calendar year shall be added to the 
other income of the taxpayer subject to 
such rates and the resulting amount shall 
be placed in the lower brackets of-the rate 
schedule applicable to such year, and the 
part of such income subject to the rates 
in effect for the next preceding calendar 
year shall be placed in the next higher 
brackets of the rate schedule applicable 
to such year. 


See. 183. = 





tation’ of Partnership 
neome 

The net income of the partnership shall 
be computed in the same manner and on 
the same basis as in the case of an indi- 
vidual, except that the so-called “chari- 
table contribution” deduction provided in 
section 23(n) shall not be allowed. 


Sec. 184. Credits Against Net Income 


The partner shall, for the purpose of 
the normal tax, be allowed as a credit 
against his net income, in addition to 
the credits allowed to him under section | 
25, his proportionate. share’ of such| 
amounts of dividends and interést speci- 
fied in section 2% (a) and (by as are re- 
ceived by the partnership. ; 

Sec. 185. Earned Income 

In the case of the members of a part- | 
nership the proper part of each share of 
the net income which consists of earned) 
income shall be determined under rules | 
and regulations to be prescribed by the 
Commissioner with the approval of the 
Secretary and shall be Separately shown 
in the return of the partnership and shall 
be taxed to the member as provided in 
this Supplement. 

Sec. 186. Capital Net Gains and Losses 

In the case of the members of a part- 
nership the proper part of each share 
of the net income which consists, respec- 
tively, of ordinary net income, capital net 
gain, or capital net loss, ‘shall be de- 


} 
| 


be prescribed by the Commissioner with 
the approval of the Secretary; and shall 
be separately shown in the return of the 
partnership and» shall be taxed to the 
member as provided in this Supplement, 


vided in section 101 (a) and (b), relating 
to capital net gains and losses. 


Sec, 187. Net Losses 
The benefit of the special deduction for 
net losses allowed by. section 117 shall be 
allowed to the members of a partnership 
under regulations prescribed: by the Com- 
missioner with the approval-of the Sec- 


~1932 


only | net-income-from.sources-within the United 


eompany the. term “gross income” means 


1) Gross Income—‘Gross- income” 
~ nty or.reser ¢ funds, and any funds| ‘ 
sodas Years With bi Rov eran A Sraintained under: the.charter or articles} means the sum of (A) the combined gross | 


come.of every. insurance 
than a life or mutual insurance company) 
a.tax.as follows: . ‘ 

(1) In the case. of such a domestic in- 
surance company, 13% per centum of its 
net income; 

(2) In the case'of such a foreign in- 
surance company, 13% per centum of its 
net income from sources within the 
United States. 

(b). Definition of Income, Etc—In the 
case of an insurance company subject to 
the tax imposed by ‘this section— 


See: 202. Gross Income of.Life Insurance 
Companies 

(a) In the case of a life insurance 
the gross amount. of income received dur- 
ing the taxable year from interest, divi- 
dends, and rents. 

(b) The term “reserve funds required 
by law” includes, in the case. of assessment 
insurance, sums actually deposited by any 
company or association with State or 
Territorial officers pursuant to law as 


" as- | amount earned during the taxable year, 
of ee go ie paren of | from investment income and from under- 
sociation ¢: y writing income as provided in thi® sub- 


i f mem- 
claims arising. undcsoued upon the assess. |section, computed on the basis of the 
+ plan and not subject to any other underwriting and investment exhibit of 
mens" pis the annual statement approved by the 


| National Convention of Insurance Com- 
missioners, and (B) gain during the tax- 
able year from the sale or other dispo- 
sition of property, and (C) all other items 
constituting gross income under section 
22; 

(2) Net Income—‘“Net income” means 
; the gross income as defined in ‘paragraph 
| (1) of this subsection less the deductions 
|allowed by subsection (c) of this section; 

(3) Investment Income. — “Investment 
income” means the gross amount of in- 
come earned during the taxable year from 
interest, dividends, and rents computed 


use. 
Sec. 203. Net Income of Life Insurance 
Companies 

(a) General Rule—In.the case of a 
life insurance company the term “net in- 
come” means the gross income less— 

(1) ‘Tax-free, Interest.—The amount of 
interest received during the taxable year 
which under: section 22 (b) Is exempt from 
the taxes imposed by this title; 

(2) Reserve Funds.—An amount equal 
to 4 per centum of the mean of the re- 
serve funds required by law and held at 
the beginning ad end of the taxable year, 





} 
} 


abe 


for each..taxable year. upon. the net in-|tion 201 or-204 shall not be determined 
pany ‘other | in 


the manner provided in section 119. 
Sec. 208. Mutual Insurance Companies 
Other Than Life 


(a) Application of Title—Mutual insur- 


ance companies, other than life insurance 


companies, shall be taxable in the same 
manner as other corporations, except as 
hereinafter provided in this section. 

(b) Gross Income.—Mutual marine-in- 
surance companies shall include in gross 
income the gross premiums collected and 
received by them less amounts paid for re- 
insurance. 

(c) Deductions.—In addition to the de- 
ductions allowed to corporations by section 
23 the following deductions to insurance 
companies shall also be allowed, unless 
otherwise allowed— 

(1) Mutual Insurance Companies Other 
Than Life Insurance.—iIn the case of mu- 
tual insurance companies other than life 
insurance companies—-— 

(A) the net addition required by law to 
be made within the taxable year to reserve 
funds (including in the ase of assessment 
insurance companies the actual deposit of 


| Sums with State or Territorial officers pur- 


suant to law as additions to guarantee or 
reserve funds); and 

(B) the sums other than dividends paid 
within the taxable year on policy and an- 
nuity contracts. 

(2) Mutual Marine Insurance Compa- 


| nies —In the case of mutual marine insur- 


;der this title, other than a corporation 


| any foreign corporation when it is shown 


except that in the case of any such re- 
serve fund which-is computed at a lower 
interst assumption rate, the rate of 3% 
per centum shall be substituted for 4 per 
centum. Life insurance companies issuing 
policies covering life, health, and accident 
insurance combined in one policy issued on 
the weekly premium payment plan, con- 
tinuing for life and not subject to cancel- 
lation. shall be allowed, in addition to the 
above, a deduction of 3% per centum of 
the mean of such reserve funds (not re- 
quired by law) held at the beginning and 
end of the taxable ‘year, as. the Commis- 
sioner finds to be necessary for the pro- 
tection of the holders of such policies 
only; - 
‘ Dividends.—_The amount received 
as dividends (A) from a domestic cor- 
poration which is subject to taxation un- 
entitled to the benefits of section 251, and 
other.than a corporation organized under 
the China Trade Act, 1922, or (B) from 


as follows: 

To all interest, dividends and rents re- 
ceived during the taxable year, add in- 
terest, dividends and rents due and ac- 
crued at the end of the taxable year, 
and deduct all’ interest, dividends and 
rents due and accrued at the end of the 
preceding taxable year: 

(4) Underwriting -Income.—“Underwrit- 
ing income” means the premiums earned 
on. insurance contracts during the taxable 


incurred; " 

(5) Premiums Earned.—‘Premiums 
earned on insurance contracts during the 
taxable year” means an amount computed 
as follows: 


taxable year, deduct return premiums and 
premiums paid for reinsurance. To the 
result so obtained add unearned premiums 
on outstanding business at the end of the 
preceding taxable year and deduct un- 
earned premiums on outstanding business 


year less,losses incurred and expenses | 


From the amount of gross premiums | 
written on insurance contracts during the | 


;to the satisfaction of the Commissioner | at the end of the taxable year; 


|income of such foreign corporation for 
tthe three-year period ending with the 


termined under rules and regulations to; 


but at the rates and in the manner pro-| 


| that more than 50.per centum of the BTOSS | 
| 
close of its taxable year preceding the 
declaration of such dividends (or for such 
part of such period as the foreign cor- 
poration has been in existence) was de- 
rived from sources within the United 
States as determined under section 119; 
(4) Reserve for Dividends.—An amount 
equal to 2 per centum of any sums held 
at the end of the taxable year as a 


dends payable during the year following 
the taxable year) the payment of which 
is deferred for a period of not less than 
five years from the date of the policy 
contract; 


| 


reserve for dividends (other than divi- | 


(6) Losses Incurred.—“Losses incurred” 
means losses incurred during the taxable 
year on insurance contracts, computed 
as follows: 

To losses paid during the taxable year, 
add salvage and reinsurance recoverable 
| outstanding at the end of the preceding 
taxable year, and deduct salvage and rein- 
Surance recoverable outstanding at the 
end of the taxable year. To the result 


ance companies, in addidtion to the de- 
ductions allowed in. paragraph (1) of this 
subsection, unless otherwise allowed, 
amounts repaid to policyholders on ac- 
count of premiums previously paid by 
them, and interest paid upon such amounts 
between the ascertainment and the pay- 
ment thereof; 

(3) Mutual Insurance Companies Other 
Than Life and Marine—In the case of 
;mutual insurance companies (including in- 
terinsurers and reciprocal underwriters, 
but nut including mutual life or mutual 
marine insurance companies) requiring 
their members to make premium deposits 
to provide for losses and expenses, the 
amount of premium deposits returned to 
their policyholders and the amount of pre- 
mium deposits retained for the payment 


of losses, expenses, and reinsurance re- 
serves. 


Supplement H—Nonresident 


Alien Individuals 
Sec. 211. Normal Tax 
(a) General Rule—In the case of a 
nonresident alien individual who is not 
a resident of a contiguous country, the 
normal tax shall-be 8 per centum of the 
amount of the net income in excess of 
the credits against net income allowed: to 
such individual. 
(b) Aliens Resident in Contiguous Coun- 
tries—In the case of an alien individual 
resident in a contiguous country, the nor- 


| 
| 


| 





so obtained add. all unpaid losses out- 
standing at the end of the taxable year 
and deduct unpaid losses outstanding at 
| the end of the preceding taxable year; 

(7) Expenses Incurred.—“Expenses in- 
curred” means all. expenses shown on the 
annual statement approved by the Na- 
tional Convention of Insurance Commis- 





(5) Investment Expenses.—Investment 
expenses paid during the taxable year: 
Provided, That if any general expenses 


}are in part assigned to or included in 


the investment expenses, the total deduc- 
tion under this paragraph shall not exceed 
one-fourth of 1 per centum of the* book 
value of the mean of the invested assets 
held at the beginning and end of the 
taxable year; 

(6) Real Estate Expenses.—Taxes and 
other expenses paid .during the taxable 
year exclusively upon or with respect to 
the real estate owned by the company, 
not including taxes assessed against local 
benefits of a kind tending to increase the 
value of the -property assessed, and not 
including any amount paid out for new 
buildings, or for permanent improvements 
or betterments made to increase the value 
;of any property. The deduction allowed 
by this’ paragraph shall be allowed in the 
case. of taxes imposed upon a share- 
holder of a company upon his interest as 
shareholder, which are paid by the com- 





retary. 


Sec. 188. Taxes of Foreign Countries 
‘and Possessions of United States 


excess-profits,, taxes imposed by foreign 
countries or possessions of the United 
States shall be allowed as a credit against 
the tax of the member of a partnership 
to the extent provided in section 131. 


Sec. 189. Partnership Returns 


Every partnership shall make a return 
for each taxable year, stating specifically 
the items of its gross income and the de- 
ductions allowed by this title, and shall 
include in the return the names and ad- 
dresses of the individuals who would be 
entitled to share in the net income if dis- 
tributed and the amount of the distribu- 
tive share of each individual. The return 
shall be sworn to by any one of the 
partners. 


Supplement G—Insurance 
‘Companies 
Sec. 201. Tax on Life Insurance Companies 

(a) Definition—When used in this 
title the term “life insurance company” 
means an insurance company engaged in 
the business of. issuing life insurance and 
arinuity .contracts (including contracts of 
combied life, health, and accident: insur- 
ance), the reserve funds of which held for 
the fulfillment of such contracts comprise 
more than 50 per centum of its total re- 
serve funds. 

(b) Rate of Tax.—In lieu of the tax 
imposed by section 13, there shall be levied, 
collected, and paid for each taxable year 
upon the net income of evéry life -in- 
sufance company. a tax ag ‘follows: 

(1) In the case of a domestic life in- 
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The amount. of income, war-profits, and | 


surance company, 13% ‘of its 
net income; °° '~ Pe Aone 3 


ts | 


pany without. reimbursement from the 
| Shareholder, but in such cases no de- 
| duction shall be allowed the shareholder 
|for the amount of such taxes; 

(1) Depreciation—A reasonable allow- 
ance for the exhaustion, wear and tear 
of property, including :a reasonable allow- 
ance for obsolescence; and 

(8) Interest—All interest paid or ac- 
crued. within the taxable year on its in- 
debtedness, except on indebtedness in- 
curred or continued to purchase.or carry 
obligations or securities (other than ob- 
ligations of the United States issued after 
September 24, 1917, and originally sub- 
scribed for by the taxpayer) the interest 
upon which is wholly exempt from taxa- 
tion under this title. 

(b) Rental Value of Real Estate.-—The 
deduction under subsection (a) (6) or (7) 
of this section on account of any real 
estate owned and occupied in whole or in 
part by a life insurance company, shall 
be limited to an amount which bears the 
same ratio to such deduction (computed 
without regard to this subsection) as the 
rental value of the space not so occupied 
bears to the rental value of the entire 
property. 

(c) Foreign Life Insurance Companies. 
—In the case of a foreign life insurance 
company the amount of its net income 
for any taxable year from sources within 
the United States shall be the same pro- 
portion of its net income for the taxable 
year from sources within and without the 
United States, which the reserve funds 
required by law and held by it at the 
end of the taxable year upon business 
transacted within the United States is 
of the’ reserve funds held by it at the 
end of the taxable year upon all business 
transacted. r 

Other 


Sec. 204. Insurance .C 
Than Life or ; 
(a) Imposition. of ‘Tax.—In lieu of the 
-by. section’ 13 of this title, 


tax imposed } 
there sha}l, ke levied, .cpllected, and paid 





sioners, and shall be computed as follows: 

To all expenses paid,during the taxable 
year add expenses: unpaid-at the end of 
the preceding taxable year. For the pur- 
pose of computing the net income subj 


shall be deducted from expenses incurred 
as defined in this paragraph all expenses 
incurred which are not allowed as deduc- 
tions by subsection: (c) of this section. 

«c) Deductions Allowed.—In computing 
the net income of.an insurance company 
subject to the tax imposed by this section 
there shall be allowed as deductions: 

(1) All ordinary and necessary expenses 
incurred, as provided in section 23(a): 
aoe All interest’ as provided in section 

(D); 

(3) Taxes as provided_in section 23(c): 

(4) Losses incurred as defined in sub- 
| section (b) (6) of this section; 

(5) Losses sustained during the taxable 
year from the .sale or other dispositi¢n 
of property; 

(6) Bad debts in the nature of agency 
balances. and bills receivable ascertained 
to be worthless and charged off within 
the taxable year; 

(7) The amount received as dividends 
om corporations as provided in section 

Dp); 

(8) The amount of interest earned dur- 
ing the taxable: year which under section 
22(0) (4) is'exempt from the taxes: im- 
posed by this title, and the amount of 
interest allowed as a credit. under sec- 
tion 26; 

(9) A reasonable allowance for the ex- 
| haustion, wear‘ and tear of property, as 
provided in section 23 (k) 

(d) Deductions of Foreign Corpora- 
tions——In the case of a foreign corpora- 
tion the deductions allowed in this section 
shall be allowed to the extent provided in 
Supplement I. 

(€) Double Deductions.—Nothing in this 
section shall be construed to permit the 
Same item to be twice deducted. 


Sec. 205. Net Losses 


The benefit of the special deduction for 
net losses allowed by section 117 shall be 
allowed to insurance companies subject to 
the tax imposed by section 201 or 204, 
under regulations prescribed by the Com- 
missioner with- the approval of the 
Secretary. 

Sec. 206. Taxes of Foreign Countries and 
Possessions of United States 

The amount of income, war-profits, and 
excess-profits taxes im by foreign 
countries or possessions of .the. United 





mal tax shall be an amount equal to the 
sum of the following: 

(1) Four per centum of the amount by 
which the part of the net income attribu- 
| table to wages, salaries, professional fees. 
| or other amounts received as compensation 

for personal services actually performed in 

the United States, exceeds the personal 
exemption and credit for dependents; but 
the amount taxable at such 4 per centum 
rate shall not exceed $4,000; 

(2) 8 per entum of the amount of the 


j 


ect’) net income in excess of the sum of (A) 
to the tax imposed by.this section there | 


the amount taxed under paragraph (1) of 
this subsection plus (B) the total credits 
against net income aHewed to such indi- 
vidual. 

(c) In Lieu of Normal Tax Under Sec- 
tion 11—The tax imposed by this section 
shall be in lieu of the normal tax imposed 
by section 11. 


See. 212. Gross Income 
(a) Generat Rule—lIn the case of a 
| nonresident alien individual gross income 
jincludes only the gross income from 
| sources within the United States. 

(b) Ships Under Foreign Flag.—The in- 
come of a nonresident alien individual 
which consists exclusively of earnings de- 
rived from the operation of a ship or ships 
documented under the laws of a foreign | 
country which grants an equivalent ex- 
emption to citizens of the United States 
and to corperations organized in the 
United tSates, shall not be included in 
gross income and shall be exempt from 
taxation under this title. 


Sec. 213. Deductions 
(a) General Rule—In the case of a 
nonesident alien individual the deductions 
shall be allowed only if and to the extent 
that they are connected with income from 
sources within the United States; and the 
proper apportionment and allocation of 
the deductions with espect to sources of 
income within and without the United 
States shall be determined as provided 
in section 119, under rules and regulations 
prescribed by the Commissioner with the 
approval of the Secretary. 
(b) Losses 


(1) The deduction, for losses not con- 
nected with the trade or business if in- 
curred in transactions entered into for 
profit, allowed by section 23(e) (2) shall be 
allowed whether or not connected with in- 
come from sources within the United 
States, but only if’the profit, if such trans- 
action had resulted in a profit, would be 
taxable under this title. 

(2) The deduction for losses of property 
not connected with the trade or business 
if arising from certain casualties or theft, 
allowed by section 23(e)(3), shall be al- 
lowed whether or not connected with in- 
come from sources within the United 
States, but only if the loss is of property 
within the United States. 

(c) Charitable, Etc., Contributions.—The 





States shall be allowed as a credit against | so-called “charitable contribution” deduc- 
the tax of a domestic insurance company | tion allowed by section 23(n) shall be al- 
subject to the tax imposed by section 201| lowed whether or not connected with in- 
or 204, to the extent provided in. the case|come sources.within the United - States, 
of a domestic co! tion in section 131,| but only as te contributions or gifts. made 
and. in such cases. “net income”, as used | to domestic corporations, or to community 
in that .sec means. the net income 4s | chests, funds, or foundations, created: in 
defined in | Supplement. - the United States, or to the vocational.re- 

See. 207. Compdtation of Gross Income | habilitation fund. pay 
‘The. gross income of insurance com-| Sec. .214, Credits, Against Net Income - 
es, Subject te.the tax imposed by see-)), ; ky the, case of,a nonresident alien indi- 


vidual the personal exemption allowed by 
section 25(c) of this title shall be only 
$1,000. The credit for dependents allowed 
by section 25(d) shall not be allowed in 
the case of a nonresident alien individual 
unless he is a resident of a contiguous 
country. 
See. 215. Allowance or Deductions 
and Credits 

(a) Return to Contain Information.—A 
nonresident alien individual shall receive 
the benefit of the deductions and credits 
allowed to him in this title only by filing 
or causing to be filed with the collector a 
true and accuate return of his total in- 
come received irom all sources in the 
United States, in the manner ribed 
in this title; inciuding therein the in- 
formation which the Commissioner maj 
deem necessary for the calculation of such 
deductions and credits. 

(bo) Tax Withheld at Source.—The bene- 


fit of the personal exemption and credit |, 


for dependents, and of the reduced rate of | 
tax provided for in section 211(b), may, 
in the discretion of the Commissioner and 
under regulations prescribed by him with 
the approval of the Secretary, be received 
by a nonresident alien individual entitled | 
theeto, by filing a claim therefor with the | 
withholding agent. 
Sec. 216. Credits Against Tax 
A nonesident alien individual shal! ‘not | 
be allowed the credits against the tax fer | 
taxes of foreign countries and possessions 
of the United States allowed by section 131. 


See. 217. Returns 
In the case of-a nonresident alien in- | 
dividual the return, in lieu of the time) 
prescribed in section 53 (a) (1), shall be 
made on or before the fifteenth day of 
the sixth month following the close of the 
fiseal year, or, if the return is made on| 
the basis of the calendar year, then on or} 
before the fifteenth day of June. 


Sec. 218. Payment ef Tax 
(a) Time of Payment.—In the case of! 
of a nonresident alien individual the total | 
amount of tax imposed by this title shall | 
be paid, in lieu of the time prescribed in| 
section 56 (a), on the fifteenth day of) 
June following the close of the calendar | 
year, or, if the return should be made} 
on the basis of a fiscal year, then on) 
the fifteenth day of the sixth month fol- | 
lowing the close of the fiscal year. | 
(b) Withholding at Source—For with- 
holding at source of tax on income of 

nonresident aliens, see section 143. 








Revenke ‘Act of 1932 








corporation within the meaning of sec-| ending on. the date fixed by law for filing | Mailed—The Board shall have jurisdic- 
ween i special dividend tear vor the wonenit the leheenay even If the aioeet we redes 
e as a or for defic y even amount so rede- 
Supplement J—Possessions of of such persons as on the last day of the | termined is the amount of 
the United States taxable year were resident in China, the | the! deficiency, notice of which has been 
w | United States, or possessions of the United | mailed to the taxpayer, and te detemine 
Sec. 251, Income from Sources Within | States, or were individual citizens of the | whether any penalty additional amount 
Pessessions of United States | United States or China, and owned shares | or addition to the tax should’ be assessed— 
(a) General Rule—In the case of citi-| of stock of the corporation; if claim therefo is asserted by the Com- 
zens of the United States or domestic (2) That- such special dividend was in| missioner.at or before the hearing or a 
corporations, satisfying the following con- | addition to all other amounts, payable or re be ; 
ditions,’ gross .Income means only gross to be payable to such persons or for their 
income from sources within the United! benefit, by reason of their interest in the | stricted.—If the Commissioner_has mailed 
States— | corporation; and 
(1) If 80 per centum or more of the; (3) That such distribution has been | provided im subsection (a) of this section, 
gross income of such citizen or domestic) made to or for the benefit of such persons |and the taxpayer files a petition with the 
corporation (computed without the bene-| in proportion to the par value of the | Board within the time prescribed in such 
fit of this section), for the three-year shares of stock of the coporation owned subsection, the Commissioner shall have 
period immediately preceding the close of | py each; except that if the corporation has| no right to determine any additional de- 
the taxable year (or for such part of more'than one class of stock, the certifi- | ficiency in respect. of the .same taxable 
such period immediately preceding the | cates shall contain a statement that the | year, except in the case of fraud, and ex- 
close of such taxable year as may be ap- articles of incorporation provide a method | cept as provided in subsection (e) of this 
plicable) was derived from sources within | for the apportionment of such special divi- | section, relating to assertion of greater de- 
possession of the United States; and | dend among such persons, and that the | ficiencies before the Board, or in section 
(2) If, in the case of such corpora- amount certified has been distributed in | 273(c), relating to the making of jeopardy 
tion, 50 per centum or more of its gross accordance with the method so provided. | assessments. If the taxpayer is notified 
income (computed without the benefit of; (¢) Ownership of Stock.—For the pur- | that, on account of a mathematical error 
this section) for such- period or such part! noses of this section shares of stock of a appearing upon the face of the retun, an 
thereof was derived from the active con- corporation shall be considered ‘to be' amount of tax in excess of that shown 
duct of a trade or business within a owned by the person in whom the equi- | upon the return is due, and that an as- 
jon of the United States; or ' table right to the income from such shares sessment of the tax has been or will be 
(3) If, im case of such citizen, 50 per ji, in good faith vested. made on the basis of what would have 
centum cr more of his gross income (com- (d) Definition of China.—As used in this | been the correct amount of tax but for the 
puted without the benefit of this section) | section the term “China” shall have the | mathematical error, such notice shall not 
for such period or such part thereof was same meaning as when used in the China |be considered (for the purposes of this sub- 
derived from the active conduct of & Trade Act. 1922. section, or of subsection (a) of this sec- 
trade or business within a possession of Sec. 262. Credits Against the Tax tion, prohibiting assessment and collection 
the United States either on his own ac-| A corporation organized under the until notice of deficiency has been mailed, 


lcount or as a employee or agent Of China Trade Act, 1922, shall not be al- | Fr of section 322 (c), prohibiting credits or 


another. | i s' refunds after petition to the Board of Tax 

(b) Amounts Received in United | Of foreign countries and possessions of the | APPeals) as a notice of a deficiency, and 
States—Notwithstanding the provisions pnited States allowed by section 131. | the taxpayer shall have no right-to file a 
of subsection (a) there shall be included) Sec. 263. Affiliation petition with the Board based on such no- 
in gross income all amounts received by 4 coporation organized under the China | tice, nor Shall such assessment or collec- 
such citizens or corporations within the yrade Act, 1922, shall net be deemed to be | ion be prohibited by the provisions of 


| United aed D ggg Pgs Uninny | affiliated with any other corporation 


States. J 
(ce). Definition —As used in this section | 
the term “possession of the United States” 


does not include the Virgin Islands of !come. see section 116. 


the United States. 
(d) Deductions.— ' 
(1) Citizens of the United States en- 
titled to the benefits of this section shall 
have the same deductions as are allowed 


resident alien individual. 


| within the meaning of section 141. 





subsection (a) of this section. 


(g) Jurisdiction Over Other Taxable 


Sec. 264. Income of holders , Years.—The Board in redetermining a de- 
For exclusion of dividends” from gross ficiency in respect of any taxable year 


shall consider such facts with relation to 
the taxes for other taxable years as may 


Supplement L— Assessment be necessary correctly to redetermine the 


and Collection of Deficiencies | 
Sec. 271. Definition of Deficiency 


| amount of such deficiency, but in so doing 
shall have no jurisdiction to determine 
whether or not the tax for any other tax- 


As used in this title in respect of a tax able year has been overpaid or underpaid. 
by Supplement H in the case of a non- imposed by this title “deficiency” means— | ~ on 


(h) Final Decisions of Board—fFor the 


(a) The amount by which the tax im- | purposes of this title the date on which a 
(2) Domestic corporations entitled to posed by this title exceeds the amount) decision of the Board becomes final shall 
the benefits of this section shall have the| shown as the tax by the-taxpayer upon |be determffted according to the provisions 
same deductions as are allowed by Sup- his return; but the amount so shown on | 


: | plement I in the case of a foreign cor- the return shall first be tmcreased by the 
Supplement i—Foreign Cor- | poration. amounts previously assessed (or collected 


porations 
Sec. 231. Gress Inceme 


of section 1005 of the Revenue Act of 
1926. 


(i) Prorating of Deficiency to Install- 


(e) Credits Against Net Income.—A without assessment) as a deficiency, and | ments—If the taxpayer has elected to pay 
citizen of the United States entitled to decreased by the amounts previously |the tax in installments and a deficiency 
the benefits of this section shall be al-| abated, credited. refunded, or otherwise | has been assessed, the deficiency shall be 


(a) General Rule—In the case of a/ lowed a personal exemption of only $1,000' repaid in respect of such tax; or | prorated to the four jnstallments. Except 


foreign corporation gross income includes| and shall not be allowed the credit for; (b) If no amount is shown-as the tax) 
only the gross income from sources with-|deperidents provided in section 25 (d). by the taxpayer upon-his return, or if no | 
in the United States. (f) Allowance of Deductions and return is made by the taxpaye, then the | 

(b) Ships Under Foreign Flag.—The| Credits Citizens of the United States and| amount by which the tax exceeds the 
income of a foreign corporation, which/ Domestic corporations entitled to the! amounts previously assessed (or collected 
consists exclusively of earnings derived! benefits of this section shall receive the | without assessment) as a deficiency; but | 
from the operation of a ship or ships} benefit of the deductions and credits al- | sych amounts previously assessed, or col- | 
documented under the laws of a foreign) lowed to them in this title only by filing jecteq without assessment, shall first. be | 
country which grants an equivalent ex-|or causing to be filed with the collector gecreased by the amounts previously 





as provided in ‘section 273 (relating to 
jeopardy assessments), that part of the 
deficiency so prorated to any installment 
the date for payment of which has not 
arrived; shall be collected at the same time 
as and as part of such installment. That 
part of the deficiency so prorated to any 
installment the date for payment of which 
has arrived, shall be paid upon notice and 


emption to citizens of the United States'a true and accurate return of their in- abated, cedited, refunded, or otherwise re- | demand from the collector. 


and to corporations organized in the 


}come received from all sources in the| paid in respect of such tax. (j) Extension of Time for Payment of 


United States, shall not be included in} United States, in the manner prescribed 


See. 272. Procedure in Generali 


gross income and shall be exempt from 
taxation under this title. 
Sec. 232. Deductions 

In the case of a foreign corporation! 
the deductions shall be allowed only if! 
and to the extent that they are connected | 
with income from sources within the 
United States; and the proper apportion- 
ment and allocation of the deductions | 
with respect to sources within and with-j 
out the United States shall be determined | 
as provided in section 119, under rules 








in this title; including therein all the in- 
formation which the Commissioner may 
deem necessary for the calculation of | 
such deductions and credits. | 

(g) Credits Against Tax.—Persons en-) 
titled to the benefits of this section shall) 
not be allowed the credits against the tax 
for taxes of foreign countries and posses- | 


sions of the United States allowed by days after such notice is mailed (not /j1+ 


section 131. 
(h) Affiliation —A corporation entitled | 
to the benefits of this section shall not 


(a) Petition to Board of Tax Appeals.— 
If in the case of any taxpaver the Com- | 
missioner determines that there is a de-' 
ficiency in respect of the tax imposed by 
this title, the Commissioner is authorized | 
to send’ notice of such deficiency to the 
taxpayer by registered mail. Within 60 


counting Suygday as the sixtieth day), the 
taxpayer may file a petition with the 
Board of Tax Appeals fo a redetermina- | 


and regulati i *\be deemed to be affiliated with any other | tion of the deficiency. No assessment of 
Selasiomts ‘Wun te nee , |corporation within the meaning of sec-|a deficiency in respect of the tax imposed | 


retary. } 


Sec. 233. Allowance ef Deductions 

and Credits | 

A foreign corporation shall receive the 
benefit of the deductions and credits al- |! 
lowed to it in this title only by filing 
or causing to be #led with the colleetor | 
a true and accurate return of its total 
income received from ail sources in the 
United States, in the manner prescribed 


in this title; including therein all the in-| 


tion 141. 


See. 252. Citizens of Possessions of 
United States | 


(a) Any individual who is a citizen of | 
any possession of the United States (but | 
not otherwise a citizen of the United) 
States) and who is not a_resident of the 
United States, shall be subject to taxation 
under this title only as to income derived 
from sources within the United States, | 
and in such case the tax shall be com-| 
| puted and paid in the same manner and | 


by this title and no distraint or proceeding 
in court for its collection shall be made, | 
begun, or prosecuted until such notice has | 
been mailed to the taxpayer, nor until the | 
expiration of such 60-day period, nor, if | 
a petition has been filed with the Board, 
until the decision of the Board has become | 
final. Notwithstanding the provisions of | 
section 3224 of the Revised Statutes the 
making of such assessment or the begin- 
ning of such proceeding or distraint during 
the time such prohibition is in force may } 


formation which the Commissoner ma be enjoined by a proceeding in the proper 
deem necessary for the calculation of ouch es Rng same ——. — ox | eae 
deductions and credits. ree : F - ad ns ¥ oe os on'Y| For exceptions to the restrictions im- | 
Sec. 234. Credits see Wa moor suck sources. _| posed by this subsection, see— 
, Agai |. (b) Nothing in this section shall be|*"/,) Subsection (d) of this section, relat- 
Foreign corporations shall not be al- | construed to alter or amend the provisions | ng to waivers by the ta er: : 
lowed the credits against the tax for taxes|of the Act entitled “An Act making ap- | oy tion (f) of ge relat- 
of foreign countries and possessions of | propriations for the naval service for the’ i. to notifications of mathematical errors 
the United States allowed by section 131.| fiscal year ending June 30, 1922, and for sana upon the face of the return; 
See. 235. Returns jother purposes,” approved July 12, 1921,)""(3) section 273, relating to jeopardy ‘as- 
In the case of a foreign eter | relating to the imposition of income taxes | .oscments: ne 
not having any office or place - ie in the Virgin Islands of the United States. | 


(4) Section 274, relating to bankruptcy | 


in the United States the return, in lieu| S —Chi le and receiverships; and 

of the time prescribed in section 53 tea upplement K hina Trad | (5) Section 1001 of the Revenue Act of 
(1), shall be made on or before the fif-| Act Corporations | 1926, as amended, relating to assessment 
teenth day of the sixth month following| Sec. 261. Credit Against Net Income or collection of the amount of the de- 
the close of the fiscal year, or, if the re-| (a) Allowance of Credit.—For the pur-| ficiency determined by the Board pending 
turn is made on the basis of the calendar pose only of the tax imposed by section | court review. 

year then on or before the fifteenth day|13 there shall be allowed, in the case| (b) Collection of Deficiency Found by 
of June. If any foreign corporation has|of a corporation organized under the | Board—If the taxpayer files a petition 
no office or place of business in the United| China Trade Act, 1922, in addition to| with the Board, the entire amount redeter- 
States but has an agent in the United|the credit provided in section 26, a credit) mined as the deficiency by the decision of 


States, the return shall be made by the against the net income of an amount, the Board which has become final shall | 


agent. |equal to the proportion of the net income | be assessed and shall be paid upon notice 
Sec. 236. Payment of Tax |derived from sources within China (de-|and demand from the collector. No part 


(a) Time of Payment—iIn the case of|*¢™™Mined in a similar manner to that! of the amount determined as a deficiency 


a foreign corporation not having any of-|P®oVided in section 119) which the par|by the Commissioner but disallowed as 


fice or place of business in the United 
States the total amount of tax imposed 
by this title shall be paid, in lieu of the 
time prescribed in section 56 (a), on the 
fifteenth day of June following the close 
of the calendar year, or, if the return 
should be made on the basis of a fiscal 
year, then of the fifteenth day of the sixth 
month following the close of the fiscal 
year. 

(b) Withholding at Source—For with- 
holding at source of tax on income of 
foreign. corporations, see section 143. 
Sec. 237. Foreign Insurance Companies 
_ For special provisions relating to foreign 
insurance companies, see Supplement G. 


Sec. 238. Affiliation 


value of the shares of stock of the cor- 
poration owned on the last day of the 
|taxable year by (1) persons resident in 
| China, the United States, or possesisons 
|;of the United States, and (2) individual 
|citizens of the United States or China 
wherever resident, bears to the par value 
of the whole number of shares of stock 
of the corporation outstanding on such 
date: Provided, That in no case shall 
| the amount by which the tax imposed by 
section 13 is dminished by reason of such 
credit exceed the amount of the special 
| dividend certified under subsection (b) of 
this section. 


} 


such by the decision of the Board which 
| has become final shall be assessed or be 
collected by distraint or by proceeding in 
court with or without assessment. 

(c) Failure to File Petition.—If the tax-- 
| payer does not file a petition with the 
| Board within the time prescribed in sub- 
section (a) of this section, the deficiency, 
notice of which has been mailed to the 


Deficiencies——Where it is shown to the 
satisfaction of the Commissioner that the 
payment of a deficiency upon the date 
prescribed for the payment thereof will re- 
sult in undue hardship to the taxpayer the 
Commissioner, with the approval of the 
Secretary (except where the deficiency is 
due to negligence, to intentional disregard 
of rules a regulations, or to fraud with 
ent to evade tax), may grant an exten- 
tion for the payment of such deficiency or 
any part thereof for a period not in excess 
of 18 months, and, in exceptional cases, 
for a further period not in excess of 12 
months. If an extension is granted, the 
Commissioner may require the taxpayer to 
furnish a bond in such amount, not ex- 
ceeding double the amount of the de- 
ficiency, and with such sureties as the the 
Commissioner deems nécessary, condl- 
tioned upon the payment of the deficiency 
in accordance with the terms of the ex- 
tension. 

(k) Address for Notice of Deficiency.—In 
the absence of notice to the Commissioner 
under section 312(a) of the existence of 
a fiduciary relationship, notice of a de- 
ficiency in respect of a tax imposed by this 
title, if mailed to the taxpayer at his last 
known address, shall be sufficient for the 
purposes of this title even if such taxpayer 
is deceased, or is under 4 legal disapility, 
or, in the case of a corporation, has termi- 
nated its existence. 

Sec. 273. Jeopardy Assessments 

(a) Authority for Making—If the Com- 
| missioner believes that the assessment or 
collection of a deficiency will be jeopardized 
| by delay, he shall immediately assess such 
| deficiency (together with all interest, ad- 
ditional amounts, or additions to the tax 
| provided for by law) and notice and de- 
mand shall be made by the collector for 
the payment thereof. 

(b) Deficiency Letters.—If the jeopardy 
assessment is made before any notice in 
respect of the tax to which the jeopardy 
assessment relates has been mailed under 
section 272(a), then the Commissioner 
shall mail a notice under such subsection 
within 60 days after the making of the 
| assessment. 

(c) Amount Assessable Before Decision 
of Board—The jeopardy assessment may 
be made in respect of a deficiency greater 
or less than that notice of which has been 
mailed to the taxpayer, despite the provi- 
sions of section 272(f) prohibiting the de- 
termination of additional deficiencies, and 
(whether or not the taxpayer has thereto- 
fore filed a petition with the Board of Tax 
Appeals. ‘The Commissioner shall notify 








taxpayer shall be assessed and shall be 
}paid upon notice and demand from the 
collector, 

(ad) Waiver of Restrictions.— The tax- 
payer shall at any time have the right, 
by a signed notice in writing filed with the 


(b) Special Dividend—Such credit shall| Commissioner, to. waive the restrictions 


not be allowed unless the Secretary of 
|Commerce has certified to the Commis- 
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provided in subsection (a) of ‘this section 
;on the assessment and wo gene of the 
w or , part the | ciency. ) 
' ’ (a) tnichease of be ciency After Notice 


the Board of the amount of such assess- 
ment, if the petition is filed with the 
Board before the making of the assess- 
ment or is subsequently filed, and the 
Board shall have jurisdiction to redeter- 
mine the entire afnount of the deficiency 
and of all amounts assessed at the sam: 
time in. connection therewith. \ 
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rendeied such assessment may be made 
only in respect of the deficiency deter- 
mined by the Board in its decision. 

(e) Expiration of Right to Assess—A 
jeopardy assessment may not be made 
after the decision of the Board has become 
final or after the taxpayer has filed a 
petition for review of the decision of the 
Board. 

(f) Bond to Stay Collection—When a 
jeopardy assessment has been made the 
taxpayer, within 10 days after notice and 
demand from the collector for the pay- 
ment of the amount of the assessment, 
may obtain a stay of collection of the 
whole or any part of the amount of the 
assessment by filing with the collector a 
bond in such amount, not exceeding dou- 
ble the amount as to which the stay is 
desired, and with such sureties, as the col- 
lector deems necessary, conditioned upon 
the payment. of so much of the amount, 
the collection of which is stayed by the 
bond, as is not abated by a decision of 
the Board which has become final, to- 
gether with interest thereon as provided 
in section 297. 

(g) Same—Further Conditions.—If the 
bond is given before the taxpayer has filed 
his petition with the Board under section 
272(a), the bond shall contain a further 
condition that if a petition is not filed| 
within the period provided in such sub- 
section, then the amount the collection of 
which is stayed by the bond will be paid | 
on notice and demand at any time after 
the expiration of such period, together with 
interest thereon at the rate of 6 per cen- 
tum per annum from the date of the 
jeopardy notice and demand to the date 
of notice and demand under this sub- 
section. 

(h) Waiver of Stay——Upon the filing of 
the bond the collection of so much of the 
amount assessed as is covered by the bond 
shall be stayed. The taxpayer shall have 
the right to waive such stay at any time 
in respect of the whole or any part of the 
amount covered by the bond, and if as a 
result of such waiver any part of the 
amount covered by-the bond is paid, then 
the bond shail, at the request of the tax- 
payer, be proportionately reduced. If the 
Board determines that the amount as- 
sessed is greater than the amount which 
should have been assessed, then when the 
decision of the Board is rendered the bond 
shall, at the request of the taxpayer, be 
proportionately reduced. 

(i) Collection of Unpaid Amounts.— 
When the petition has been filed with the 
Board and when the amount which 
should have been assessed has been de- 
termined by a decision of the Board which 
has become final, then any unpaid portion, 
the collection of which has been stayed 
by the bond, shall be collected as part of 
the tax upon notice and demand from the 
coliector, and any remaining portion. of 
the assessment shall be abated. If the 
amount already collected exceeds the 
amount determined as the amount which 
should have been assessed, such excess shall 
be credited or refunded to the taxpayer 
as provided in section 322, without the 
filing of claim therefor. If the amount de- 
termined as the amount which should have 
been assessed is greater than the amount 
actually assessed, then the difference shall 
be assessed and shall be cotlected as part 
of the tax_upon notice and demand from 
‘the collector. 

(j) Claims in Abatement.—No claim in 
abatement shall be filed in respect of any 
assessment in respect of any tax imposed 
by this title. 

Sec. 274. Bankruptcy and Receiverships 

(a) Immediate Assessment.—Upon the 
adjudication of bankruptcy of any tax- 
payer in any bankruptcy proceeding or the 
appointment of a receiver for any tax- 
payer in any receivership proceeding be- 
fore any court of the United States or of 
any State or Territory or of the District 
of Columbiai, any deficiercy (together with 
all interest, additional amounts, or addi- 
tions to the tax provided for by law) de- 
termined by the Commissioner in respect 
of a tax imposed by this title upon such 
taxpayer shall, despite the restrictions im- 

by section 272(a) upon assessments 
be immediatety assessed if such deficiency 
has not theretofore been assessed in ac- 
cordance with law. Claims for the defici- 
ency and such interest, additional amounts 
and additions to the tax may be presented, 
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after the expiration of two years after) 
the return was filed. This subsection shall | 
not apply in the case of a corporation un- 
less— 

(1) Such written request notifies the) 
Commissioner that the corporation con- 
templates dissolution at or before the ex- 
Piration of such year; and 

(2) The dissolution is in good faith be-} 
gun before the expiration of such year; | 
and } 

(3) The dissolution is completed. 

(c) Cornoration and Shareholder.—If a 
corporation makes no return of the tax 
imposed by this title, but each of the 
shareholders includes in his return his dis- 
tributive share of the net income of the 
corporation, then the tay of the corpora- 
tion shail be assessed within four years| 
after the last date on which any such} 
shareholder’s return was filed. 


Sec. 276. Same—Exceptions 


(a) False Return or No Return.—In the} 
case of 2 false or fraudulent return with} 
intent to evade tax or of a failure to file 
a return the tax may be assessed, or a} 
proceeding in court for the collection of 
such tax may be begun without assess- 
ment, at any time. 

(b) Waivers—Where before the expira- 
tion of the time prescribed in section 275 
for the assessment of the tax, both the) 
Commissioner and the taxpayer have con- 
sented in writing to its assessment after | 
such time, the tax may be assessed at any} 
time prior to the expiration of the period | 
agreed upon. -The period so agreed upon 
may be extended by subsequent agreements 
in writing made before the expiration of 
the period previously agreed upon. 

(c) Collection After Assessment.—Where 
the assessment of any income tax imposed 
by this title has been made within the 
period of limitation properly applicable 
thereto, such tax may be cotlected by dis- 
traint or by a proceeding in court, but 
only if begun (1) within six years after the 
assessment of the tax, or (2) prior to the 
expiration of any period for collection 
agreed upon in writing by the Commis- 
sioner and the taxpayer before the expi- 
ration of such six-year period. The Period | 
So agreed upon may be extended by sub- 
sequent agreements in writing made be- 
fore the expiration of the period previ- 
ously agreed upon. 


Sec. 277. Suspension of Running of 
Statute 

The running of the statute of limitations 
provided in section 275 or 276 on the mak- 
ing of assessments and the beginning of 
distraint or a proceeding in court for col- 
lection, in respect of any deficiency, shall 
(after the mailing of a notice under sec- 
tion 272(a)) be suspended for the period 
during which the Commissioner is pro- 
hibited from making the assessment or be- 
ginning distraint or a proceeding in court 
(and in any event, if a proceeding in re- 
spect of the deficiency is placed on the 
docket of the Board, until the decision of 
the Board becomes final), and for 60 days 


| 
| 











| 





thereafter. 


Supplement M—Interest and 


Additions to the Tax 
Sec. 291. Failure to File Return 


In case of any failure to make and file 
a return required by this title, within the 
time prescribed by taw or prescribed by the 
Commissioner in pursuance of law, 25 per 
centum of the tax shall be added to the 
tax except that when a return is filed after 
such tinge and it is shown that the failure 
to file it was due to reasonable cause and 
not due to willful neglect no such addi- 
tion shall be made to the tax. The 
amount so added to any tax shall be col- 
lected at the same time and in the same 
manner and as a part of the tax unless the 
tax-has been paid before the discovery of 
the negiect, in which case the amount 
so added shall be collected in the same 


the tax under this sectiom shall be in lieu 
of the 25 per centum addition to the tax 
provided in section 3176 of the Revised 
Statutes, as amended. 


Sec. 292. Interest on Deficiencies 


Interest upon the amount determined as 
a deficiency shall be assessed at the same 
time as the deficiency, shall be paid upon 
notice and demand from the collector, and 





for adjudication in accordance with law, 
to the court before which the bankruptcy 
or receivership proceeding is pending, de- 
spite the pendency of proceedings for the 
redetermination of the deficiency in pur- 
suance of a petition to the Board; but no 
petition for any such redetermination shall 
be filed with the Board after the adjudica- 
tion of bankruptcy or the appointment of 
the receiver. 

(b) Unpaid Claims.—Any portion of the 
claim allowed in such bankruptcy or re- 
ceivership proceeding which is unpaid 
shall be paid by the taxpayer upon notice 
and demand from the collector after the 
termination of such proceeding, and may 
be collected by distraint or proceeding in 
court within six years after ter:mination of 
such proceeding. Extensions of time for 
such payment may be had in the same 
manner and subject to the same provisions 
and limitations as are provided in section 
272(j) and section 296 in the case of a 
deficiency in a tax imposed by this titze. 


Sec. 275. Period of Limitation Upon 
Assessment and Collection 
Except as provided in section 276— 

(a) General Rule——The amount of in- 
come taxes imposed by this title shall be 
assessed within two years after the return 
was filed, and no proceeding in court 
without assessment for the collection of 
such taxes shall be begur after the expira- 
tion of such period. 

(b) Request for Prompt Assessment.—In 
the case of income received during the life- 
time of a decedent, or by his estate during 
the period of administration, or by a cor- 
poration, the tax shall be assessed, and any 
preceeding in court without assessment 
for the collection of such tax shal! be be- 
gun, within one year after written request 
therefor (filed after the return is made) 
by the executor, administrator, or other 
fiduciary representing thé estate of such 
decedent; or by the corporation, but not 





shall be collected as a part of the tax, at 
the rate of 6 per centum. per annum from 
the date prescribed for the payment of 
the tax (or, if the tax is paid in instal:- 
ment) to the date the. deficiency is as- 
sessed, or, in the case of a waiver under 
section 272(d), to the thirtieth day after 
the filing of such waiver or to the date the 
deficiency is assessed whichever is the 
earlier. 


Sec. 293. Additions to the Tax in Case 
of Deficiency 


(a) Negligence.—If any part of any defi- 
ciency is due to negligence, or intentional 
disregard of rules and regulations but 
without intent to defraud, 5 per centum of 
the total amount of the deficiency (in ad- 


sessed, collected, and paid in the same 
manner as if it were a deficiency, except 
that the provisions of section 272(i), re- 
lating to the prorating of a deficiency, 
and of section 292, relating to interest on 
deficiencies, shall not be applicable. 

(b) Fraud.—If any part of any defici- 
ency is due to fraud with intent to evade 
tax, then 50 per centum of the total 
amount of the deficiency (in addition to 


lected, and paid, in lieu of the 50 pér cen- 
tum addition to the tax provided in sec- 


tion 3176 of the Revised Statutes, as 
amended. 


Sec. 294. Additions to the Tax in Case 
of Nonpayment 


(a) Tax Shown on Return.— 

(1) General Rule—Where the amount 
determined by the taxpayer as the tax 
imposed by this title, or any install- 
ment thereof, or any part of such 
amount or installment, is not paid on or 
before the date prescribed for its pay- 
ment, there shall be collected as 





a month from the date prescribed for its 
payment until it is paid. 

(2) If Extension Granted—Where an 
extension of time for payment of. the 
amount so determined as the tax by the 
taxpayer, or any installment thereof, has 
been granted, and the amount the time | 
for payment of which has been extended, 
and the interest thereon determined under | 
section 295, is not paid in- full prior to 
the expiration of the period of the exten- 
sien, then, in lieu of the interest pro- 
vided for in paragraph (1) of this sub- 
section, interest at the rate of 1 per 
centum a month shall be collected on 
such unpaid amount from the date of the 
expiration of the period of the extension 
unti) it is paid. - 

(b) Deficiency.—Where a deficiency, or 
any interest or additional amounts as- 
sessed in connection therewith under sec- 
tion 292, or under section 293, or any 
addition to the tax in case of delinquency 
provided for in section 291, is not paid 
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additions to the tax provided by law) im- 
posed upon the taxpayer by this title. - 

(2) Fiduciaries—The liability of a fidu- 
eciary under section 3467 of the Revised 
Statutes in respect of the payment of any 
such tax from the estate of the taxpayer. 
Any such liability may bé either as to 
the amount of tax shown on the return 
or as to any deficiency in tax. 

(b) Period of Limitation—The period of 
limitation for assessment of any such lia- 
bility of a transferee or fiduciary shall be 
as follows: 

(1) In the case of the liability of an 
initial transferee of the property of the 
taxpayer,—within one year after the ex- 
piration of the period of limitation for 
assessment against the taxpayer; 

(2) In the case of the liability of a 
transferee of a transferee of the property 
of the <axpayer,—within one year after 
the expiration of the period of limitation 
for assessment against the preceding 





| transferee, but only if within three years 
in full within ten days from the date of | 


after the expiration of the period of lim- 





notice and demand from the collector,|itation for assessment against the tax- 
there shall be collected as part of the tax, | payer;— 
interest upon the unpaid amount at the|except that if before the expiration of 
rate of 1 per centum a month from the|the period of limitation for the assess- 
date of such notice and demand until it|ment of the liability of the transferee, a 
is paid. If any part of a deficiency pro-|court proceeding for the collection of the 
rated to any unpaid installment under | tax or liability in respect therof has been 
section 272(i) is not. paid in full on or begun against the taxpayer or last pre- 
before the date prescribed for the pay- | ceding transferee, respectively,—then the 
ment of such installment, there shall be | period of limitation for assessment of the 
collected as part of the tax interest upon | liability of the transferee shall expire one 
the unpaid amount at the rate of 1 per | year after the return of execution in the 
centum a month from such date until it} court proceeding. 
is paid. (3) In the case of the liability of a 
(c) Fiduciaries——For any period an es- | fiduciary,—not later than one year after 
tate is held.by a fiduciary appointed by | the liability arises or not later than the 
order of any court..of competent juris- | expiration of the period for collection of 
diction or by will, there shall be collected | the tax in respect of which such liability 
interest at the rate of 6 per centum per | arises, whichever is the later. _ 
annum in lieu of the interest provided| (c) Period for Assessment Against Tax- 
in subsections (a) and (b) of this section. |Payer.—For the purposes of this section, 
(d) Filing of Jeopardy Bond.—If a bond | if the taxpayer is deceased, or-in the case 


jis filed, as provided in section 273, the |0f a corporation, has terminated its ex- 


provisions of subsections (b) and (c) of | istence, the period of limitation for as- 
this section shall not apply to the amount |Sessment against the taxpayer shall be 
covered by the bond. the period that would be in effect had 


Sec. 295. Time Extended for Payment of beta or termination of existence not 
Tax Shown on Return | (d) Suspension of Running of Statute 

If the time for payment of the amount | of Limitations—The running of the stat- 
determined as the tax by the taxpayer, | yte of limitations upon the assessment of 
or any installment thereof, is extended | the liability of a transferee or fiduciary 
under the authority of section 56(c), there | shall, after the mailing to the transferee 
shall be collected as a part of such | or fiduciary of the notice provided for in 
amount, interest thereon at the rate of | section 272(a), be suspended for the pe- 
6 per centum per annum from the date/riod during which the Commissioner is 
when such payment should have been| prohibited from making the assessment in 
made if no extension had been granted, | respect of the liability of the transferee 
until the expiration of the period of the! or fiduciary (and in any event, if a pro- 


manner as the tax. The amount added to} 


extension. 


Sec. 296. Time Extended for Payment 
Deficiency 


If the time for the payment of any part 
of a deficiency is extended, there shall be 
collected, as a part of the tax, interest 
on the part of the deficiency the time for 
payment of which is so extended, at the 
|rate of 6 per centum per annum for the 
| period of the extension, and no other 
interest shall be collected on such part of 
\ the deficiency for such period. If the 


of 


in accordance with the terms of the ex- 
tension, there shall be collected, as a part 
of the tax, 
amount at the rate of 1 per centum a 
month for the period from the time fixed 
by the terms of the extension for its pay- 
ment until it is paid, and no other interest 
shall be collected on such unpaid amount 
for such period. 


Sec. 297. Interest in Case of Jeopardy 
Assessments 

In the case of the amount collected 

under section 273(i) there shall be col- 


and as a part of the tax, interest at the 


;such amount from the date of the jeop- 
ardy notice and demand to the date of 
notice and demand under section 273(i), 
or, in the case of the amount collected 
|in excess of the amount of the jeopardy 
assessment, interest as provided in sec- 
tion 292. If the amount included in the 
notice and demand from the collector un- 


part of the deficiency the time for pay- | 
ment of which is so extended is not paid | 


interest on such unpaid | 


lected at the same time as such amount, | 


|rate of 6 per centum per annum upon! 


| ceeding in respect of the liability is placed 
on the docket of the Board, until the 
decision of the Board becomes final), and 
|for 60 days thereafter. 

(e) Address for Notice of Liability —In 
| the absence of notice to the Commissioner 
|under section 312(b) of the existence of a 
‘fiduciary relationship, notice of liability 
|enforceable under this section in respect 
of a tax imposed by this title, if mailed 
to the person subject to the liability at 
his last known address, shall be sufficient 
for the purposes of this title even if such 
|person is deceased, or is under a legal 


} 


| disability, or, in the case of a corporation, 
| has terminated its existence. 

(f) Definition of “Transferee”.—As used 
in this section, the term “transferee” in- 


|cludes heir, legatee, devisee, and dis- 
tributee. 
| See. 312. Notice of Fiduciary Relationship 


(a) Fiduciary of Taxpayer—Upon no- 
| tice to the Commissioner that any person 
is acting in a fiduciary capacity such fidu- 
ciary shall assume the powers, rights, 
| duties, and privileges of the taxpayer in 
respect of a tax imposed by this title 
(except as otherwise specifically provided 
and except that the tax shall be col- 
| lected from the estate of the taxpayer), 
until notice is given that the fiduciary 
capacity has terminated. 

(b) Fiduciary of Transferee—Upon no- 
tice to the Commisisoner that any person is 
acting in a fiduciary capacity for a person 
j subject to the liability specified in section 
311, the fiduciary shall assume, on behalf 
of such person, the powers, rights, duties, 
and privileges of such person under such 


dition to such deficiency) shall be as-| 


such deficiency) shall be so assessed, col-! 


section (except that the liability shall be 
collected from the estate of such person), 
until notice is given that the fiduciary 
capacity has terminated. 

(c) Manner of Notice.—Notice under 
subsection (a) or (b) shall be given in 
accordance with regulations prescribed by 
the Commissioner with the approval of 
the Secretary. 


der section 273, (i) is not paid in full 
within ten days after such notice and 
demand, then there shall be collected, as 
;part of the tax, interest upon the unpaid 
amount at the rate of 1 per centum a 
month (or, for any period the estate of 
the taxpayer is held by a fiduciary ap- 
pointed by any court of competent juris- 
diction or by will, at the rate of 6 per 
centum per annum) from the date of 
;such notice and demand until it is paid. 
Sec. 298. Bankruptcy and Receiverships 

If the unpaid portion of the claim al- 
lowed in a bankruptcy or receivership pro- 
ceeding, as provided in section 274, is not 
paid in full within 10 days from the date 
of notice and demand from the collector, 
| then there shall be collected as a part of 
| such amount interest upon the unpaid 
portion thereof at the rate of 1 per centum 
a@ month from the date of such notice and 
demand until payment. 
Sec. 299. Removal of Property or De- 

parture from United States 

For additions to tax in case of leaving 
the United States or concealing property 
|in such manner as to hinder collection 
|of the tax, see section 146 


Supplement O—Overpayments 
See. 321. Overpayment of Installment 
If the taxpayer has paid as an install- 

ment of the tax more than the amount 

determined to be the correct amount of 
such installment, the overpayment shall 
be credited against . the unpaid in- 
stallments, if any. If the amount 
already paid, whether or not on the 
basis of installments, exceeds the amount 
determined to be the correct amount 
of the tax, the overpayment shall be 
credited or refunded as provided in sec- 
tion 322. 
Sec. 322. Refunds and Credits 

(a) Authorization—Where there has 
been an overpayment of any tax imposed 
by this title, the amount of such over- 
payment shall be credited against any 
income, war-profits, or excess-profits tax 
or installment thereof then due from the 
taxpayer, and any balance shall be re- 





Supplement N—Claims Against 
Transferees and Fiduciaries 


Sec. 311. Transferred Assets funded immediately to the taxpayer. 
(a) Method of Collection—The amounts} (b) Limitation on Allowance.— 
|of the following liabilities shall, except as} (1) Period of Limitation—No such 


|hereinafter in this section provided, be 
assessed, collected, and paid in the same 
manner and subject to the same provisions 
and limitations as in the case of a de- 
ficiency in a tax imposed by this title 
(including the provisions in case of de- 
linquency in payment after notice and 
demand, the provisions authorizing dis- 
traint and proceedings in court for col- 
lection, and the provisions prohibiting 
claims and suits for refunds): 

(1) Transferees.—The liability, at Jaw 
or in equity, of.a transferee of property| ance of the credit or refund. 


credit or refund shall be allowed or made 
after two years from the time the tax 
was paid, unless before the expiration of 
such period a claim therefor is filed by 
the taxpayer. 

(2) Limit on Amount of Credit or Re- 
fund.—The amount of the credit or re- 
fund shall not exceed the portion of the 
tax paid during the two years immediately 
preceding the filing of the claim, or if 
no claim was filed, then during the two 
years immediately preceding the allow- 








a part of the tax, interest upon such un- 
paid amount at the rate of 1 per centum 


of a taxpayer, in respect of the tax (in- (c) Effect of Petition to Board.—If the 
cluding interest, additional amounts, and | Commissioner has mgiled tq the taxpayes 


a notice of deficiency under section 272 
(a) and if the taxpayer files a petition 
with the Board of Tax Appeals within 
the time prescribed in such subsection, no 
credit or refund in respect of the tax 
for the taxable year in respect of which 
the Commissioner has determined the | 
deficiency shall be allowed or made and 
no suit by the taxpayer for the recovery 
of any part of such tax shall be instituted 
in any court except— 

(1) As to overpayments determined by | 
a decision of the Board which has become 

; and 
wo a to any amount collected in ex- 
cess of an amount computed in accord- 
ance with the es of the Board which 
ome final; an 

ak ae to any amount collected after 
the period of limitation upon the begin- 
ning of distraint or a proceeding in court 
for collection has expired; but in any 
such claim for credit or refund or in any 
such suit for refund the decision of the) 
Board which has become final, as to} 
whether such period has expired before | 
the notice of deficiency was mailed, shall 

conclusive. 
> Overpayment Found by Board.—If 
the Board finds that there is no deficiency | 
and further finds that the taxpayer has | 





made an overpayment of tax in respect | ta: 


he taxable year in respect of which 
the” Commissioner determined the _defi- | 
cency, the Board shall have jurisdiction | 
to determine the amount of such over-| 
payment, and such amount shall, when 
the decision of the Board has become | 
final, be credited or refunded to the tax-| 
payer. No such credit or refund shall be 
made of any portion of the tax paid more) 
than two years before the filing of the} 
claim or the filing of the petition, which- | 
ever is earlier. 

(e) Tax Withheld at Souree.Por re-} 
fund or credit in case of excessive with- 
holding at the source, see section 143 (f Det 

one | 
Title 1l—Additional Estate 
Tax 
Sec. 401. Imposition of Tax 


(a) In addition to the estate tax im- 
posed by section 301 (a) of the Revenue 
Act of 1926, there is hereby imposed upon | 
the transfer of the net estate of every, 
decedent dying after the enactment of | 
this Act, whether a resident or nonresident 
of the United States, a tax equal to the | 
excess of— ‘ | 

() The amount of a tentative tax) 
computed under subsection (b) of this 
section, over f | 

(2) The amount of the tax imposed by 
section 301 (a) of the Revenue Act of 1926, 
computed without regard to the provisions | 
of this title. : 

(b) The tentative tax referred to in| 
subsection (a) (1) 


of this section shall | 
equal the sum of the following percent-| 
ages of the value of the net estate: | 

Upon net estates not in excess of $10,600, | 
1 per centum. } 

$100 upon net estates of $10,000; and) 
upon net estates in excess of $20,000 and 
not in excess of $20,000, 2 per centum in 
addition of such excess. 

$300 upon net estates of $20,000; and 
upen net estates in excess of $20,000; and | 
not in excess of $30,000, 3 per centum in| 
addition of such excess. | 

$600 upon net estates of $30,000; and) 
upon net estates in excess of $30,000 and | 
not in excess of $40,000, 4 per centum in 
addition of such excess. 

$1,000 upon net estates of $40,000; and} 
upon net estates in excess of $40,000 and) 
not in excess of $50,000, 5 per centum in| 
addition of such excess. 

$1,500 upon net estates of $50,000; and 
upon net estates in excess of $50,000 and | 
not in excess of $100,000, per centum in 
addition of such excess. 

$5,000 upon net estates of $100,000; and 
upon net estates in excess of $100,000 and 
not in excess of $200,000, 9 per centum in 
addition of such excess. 

$14,000 upon net estates of $200,000; and 
upon net estates in excess of $200,000 and} 
not in excess of $400,000, 11 per centum in} 
addition of such excess. 

$36,000 upon net estates of $400,000 and 
upon net estates in excess of $400,000 and 
not in excess of $600,000, 13 per centum in 
addition of such excess. 

$62,000 upon net estates of $600,000; and | 
upon net estates in excess of $600,000 and 
not in excess of $800,000, 15 per centum 
in addition of such excess. 

$92,000 upon net estates of $800,000; and | 
upon net estates in excess of $800,000 and 
not in excess of $1,000,000, 17 per per 
centum in addition of such excess. 

$126,000 upon net estates of $1,000,000; 
and upon net estates in excess of $1,000,000 
and not in excess of $1,500,000, 19 per 
centum in addition of such excess. 

$221,000 upon net estates of $1,500,000; | 
and upon net estates In excess of $1,500,000} 
and not in excess of $2,000,000, 21 per} 
centum in addition of such excess. 

$326,000 upon net estates of $2,000,000; 
and upon net estates in excess of $2,000,- | 
000 and not in excess of $2,500,000, 23 per 
centum in addition of such excess. 

$441,000 upon net estates of $2,500,000; 
and upon net estates in excess of $2,500,-!| 
000 and not in excess of $3,000,000, 25 per 
centum in addition to such excess. 

$566,000 upon net estates of $3,000,000; 
and upon net estates in excess of $3,000,- 
000 and not in excess of $3,500,000, 27 per 
centum in addition of such excess. 

$701,000 upon net estates of $3,500,000; 
and upon net estates in excess of $3,500,- 
000 and not in excess of $4,000,000, 29 per | 
centum in addition of such excess. 

$846,000 upon net estates of $4,000,000; 
and upon net estates in excess of $4,000,- 
000 and not in excess of $4,500,000, 31 per 
centum in addition of such excess. 

$1,001,000 upon net estates of $4,500,000; 
and-upon net estates in excess of $4,500,-! 
000 and not in excess of $5,000,000, 33 per} 
centum in addition of such excess. 

$1,166,000 upon net estates of $5,000,000; 
and upon net estates in excess.of $5,000,- 
000 and not in excess of $6,000,000, 35 per 
centum in addition of such excess. 

$1,516,000 upon net estates of $6,000,000; 








!and upon net estates in excess of $10,000,- 


| provided in section 303 (a) (4) of such 


| penalties), as the tax imposed by section 
| 301 (a) of the Revenue Act of 1926, except | 


| the gift is direct or indirect, and whether 


| or intangible; but, in the case of a non-| 
| resident not a citizen of the United States, 
|Shall apply to a transfer only 


and upon net estates in excess of $6,000,- 
000 and not in excess of $7,000,000, 37 per 
centum in addition of such excess. 
$1,886,000 upon net estates of $7,000,000; 
and upon net estates in excess of $7,000,- 
000 and not in excess of $8,000,000, 39 per 
centum in addition of such excess. 
$2,276,000 upon net estates of $3,000,000; 
and upon net estates in excess of $3,000,- 
000 and not in excess of $9,000,000, 41 per 
centum in addition of such excess. 
$2,686,000 upon net estates of $9,000,000; 
and upon net estates in excess of $9,000,- 
000 and not in excess of $10,000,000, 43 per 
centum in addition of such excess. 
$3,116,000 upon net estates of $10,000,000; | 


000, 45 per centum in addition of such 
excess. : 
é€c) For the purposes of this section 
the value of the net estate shall be de- 
termined as provided in Title III of the) 
Revenue Act of 1926, as amended, except | 
that in lieu of the exemption of $100,000 | 





Act, the exemption shall be $50,000. 
Sec. 402. Credits Against Tax 
(a) The credit provided in section 301 
(c) of the Revenue Act of 1926, as 
amended (80 per centum credit), shall not | 
be allowed in respect of such additional | 


x. 

(b) (1) If a tax has been paid under) 
Title III of this Act on a gift, and there-| 
after upon the death of the donor any 
amount in respect of such gift is required | 
to be included in the value of the gross) 
estate of the decedent for the purposes | 
of this title, then there shall be credited 
against the tax imposed by section 401 of} 
this Act the amount of the tax paid under 
such Title III with respect to so much 
of the property which constituted the gift 
as is included in the gross estate, except 
that the amount of such credit (A) shall 
not exceed an amount which bears the 
same ratio to the tax imposed by section | 
401 of this Act as the value (at the time) 
of the gift or at the time of the death, 
whichever is lower) of so much of the! 
property which constituted the gift as is! 
included in the gross estate, bears to the 
value of the entire gross estate, and. (B) 
shall not exceed the amount by which 
the gift tax paid under Title III of this) 
Act with respect to so much of the prop- 
erty as constituted the gift as is included | 
in the gross estate, exceeds the amount 
of the credit under section 301 (b) of 
the Revenue Act of 1926, as amended) 
by this Act. 

(2) For the purposes of paragraph (1), 
the amount of tax paid for any year un- 
der Title III of this Act with respect to 
any property shall be an amount which 
bears the same ratio to the total tax paid) 
for such year as the value of such prop- 
erty bears to the total amount of net gifts | 
(computed without deduction of the speci-| 
fic exemption) for such year. 


Sec. 403. Assessment, Collection, and 
Payment of Tax | 

Except as provided in section 402, the 
tax imposed by section 401 of this Act! 
shall be assessed, collected, and paid, in 
the same manner, and shall be subject to) 
the same provisions of law (including | 





that a return shall be required if the 
value of the gross estate at the time of 
the decedent’s death exceeds $50,000. | 


Title I'l—Gift Tax 


Sec. 501. Imposition of Tax 


(a) For the calendar year 1932 and| 
each calendar year thereafter a tax, com-| 
puted as provided in section 502, shall be} 
imposed upon the transfer during such 
calendar year by any individual, resident | 
or nonresident, of property by gift. 

(b) The tax shall apply whether the! 
transfer is in trust or otherwise, whether 


the property is real or personal, tangible 


if the) 
property is situated within the United | 
States. The tax shall not apply to a) 
transfer made on or before the date of 
the enactment of this Act. 

(e) The tax shall not apply to a trans- 
fer of property in trust where the power 
to revest in the donor title to such prop- 
erty is vested in the donor, either alone 
or in conjunction with any person not! 
having a substantial adverse interest in 
the disposition of such property or the in- 
come therefrom, but the relinquishment 
or termination of such power (other than 
by the donor’s death) shall be considered | 
to be a transfer by the donor by gift of 
the property subject to such power, and 
any payment of the income therefrom| 
to a beneficiary other than the donor shall 
be considered to be a transfer by the 
donor of such income by gift. 

Sec. 502. Computation of Tax 

The tax for each calendar year shall} 
be an amount equal to the excess of— 

(1) A tax, computed in accordance 
with the Rate Schedule hereinafter set 
forth, on the aggregate sum of the net) 
gifts for such calendar year and for each 
of the preceding calendar years, over 

(2) A tax, computed in accordance with 
the Rate Schedule, on the aggregate sum 
of the net gifts for each of the preceding | 
calendar years, 

Gift Tax Rate Schedule 

Upon net gifts not in excess of $10,000, 
three-fourths of 1 per centum. 

$75 upon net gifts of $10,000; and upon 
net gifts in excess of $10,000 and not in 
excess of $20,000, 1% per centum in ad- 
dition of such exce: 

$225 upon net gifts of $20,000; and upon 
net gifts in excess of $20,000 and not in 
excess of $30,000, 2% per centum in addi- 
tion of such excess. 

$450 upon net gifts of $30,000; and upon 
net gifts in excess of $30,000 and not in 
excess of $40,000, 3 per centum in addition 
of such excess. 

$750 upon net gifts of $40,000; and upon 
net gifts in excess of $40,000 and not in 
excess of $50,000, 3% per centum in addi- 
tion of such excess. 

$1,125 upon net gifts of $50,000; and 
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upon net gifts in excess of $50,000 and not 


jin excess of $100,000, 5 per centum in ad- 


dition of such excess. 

$3,625 upon net gifts of $100,000; and 
upon net gifts in excess of $100,000 and 
not in excess of $200,000, 6% per centum 
in addition of such excess. 


$10,125 upon net ‘gifts of $200,000; and 


/upon net gifts in excess of $200,000 and 


not in excess of $400,000, 8 per centum in 
addition of such excess. 

$26,125 upon net gifts of $400,000; and 
upon net gifts in excess of $400,000 and 


‘not in excess of $600,000; 912 per centum 


in addition of such excess. 

$45,125 upon net gifts of $600,000; and 
upon net gifts in excess of $600,000 and 
not in excess of $800,000, 11 per centum 
in addition of such excess. 

$67,125 upon net gifts of $800,000; and 
upon net gifts in excess of $800,000 and 
not in excess of $1,000,000, 12% per centum 
in addition of such excess. 

$92,125 upon net gifts of $1,000,000; and 
upon net gifts in excess of $1,000,000 and 
not in excess of $1,500,000, 14 per centum 
in addition of such excess. 

$162,125 upon net gifts of $1,500,000; and 
upon net gifts in excess of $1,500,000 and 
not in excess of $2,000,000, 15% per centum 
in addition of such excess. 

$239,625 upon net gifts of $2,000,000; and 
upon net gifts in excess of $2,000,000 and 


;not in excess of $2,500,000, 17 per centum 


in addition of such excess. 

$324,625 upon net gifts of $2,500,000; and 
upon net gifts in excess of $2,500,000 and 
not in excess of $3,000,000, 1814 per centum 
in addition of such excess. 

$417,125 upon net gifts of $3,000,000; and 
upon net gifts in excess of $3,000,000 and 
not in excess of $3,500,000, 20 per centum 
in addition of such excess. 

$517,125 upon net gifts of $3,500,000; and 
upon net gifts in excess of $3,500,000 and 
not in excess of $4,000,000, 2114 per centum 
in addition of such excess. 

$624,625 upon net gifts of $4,000,000; and 
upon net gifts in excess of $4,000,000 and 
not in excess of $4,500,000, 23 per centum 
in addition of such excess. 

$739,625 upon net gifts of $4,500,000; and 
upon net gifts in excess of $4,500,000 and 
not in excess of $5,000,000, 24% per centum 
in addition of such excess. 

$862,125 upon net gifts of $5,000,000; and 
upon net gifts in excess of $5,000,000 and 
not in excess of $6,000,000, 26 per centum 
in addition of such excess. 

$1,122,125 upon net gifts of $6,000,000; 


and upon net gifts in excess of $6,000,000 | 


and not in excess of $7,000,000, 27% per 


psentum in addition of such excess. 


$1,397,125 upon net gifts of $7,000,000; 
and upon net gifts in excess of $7,000,000 
and not in excess of $8,000,000, 29 per cen- 
tum in addition of such excess. 

$1,687,125 upon net gifts of $8,000,000; 


| and upon net gifts in excess of $8,000,000 
and not in excess of $9,000,000, 30% per 


centum in addition of such excess. 


and not in excess of $10,000,000, 32 per 
centum in addition of such excess. 

$2,312,125 upon net gifts of $10,000,000; 
and upon net gifts in excess of $10,500,500, 
3344 per centum in addition of such ex- 
cess. 


Sec. 503. Transfer for Less Than Adequate | 


and Full Consideration 
Where property is transferred for less 


| than an adequate and full consideration in 


money or money’s worth, then the amount 
by which the value of the property ex- 
ceeded the value of the consideration shall, 
for the purpose of the tax imposed by this 
title, be deemed a gift, and shall be in- 
cluded in computing the amount of gifts 
made during the calendar year. 
Sec. 504. Net Gifts 
(a) General Definition —The term “net 


gifts” means the total amount of gifts | 


made during the calendar year, less the 
deductions povided in section 505. 

(b) Gifts Less Than $5,000.—In the case 
of gifts (other than of future interests in 
property) made to any person by the do- 
nor during the calendar year, the first 
$5,000 of such gifts to such person shall 
not, for the purposes of subsection (a), be 
included in the total amount of gifts made 
during such year. ; 


Sec. 505. Deductions 


In computing net gifts for any calendar 
year there shall be allowed as deductions: 

(a) Residents.—In the case of a citizen 
or resident— 

(1) Specific Exemption—An exemption 
of $50,000, less the aggegate of the amounts 
claimed and allowed as specific exemption 
for preceding calendar years. 

(2) Charitable, etc., Gifts—The amount 
of all gifts made during such year to or 
for the use of— 

_(A) the United States, any State, Ter- 
ritory, or any political subdivision thereof, 
or the District of Columbia, for exclusively 
public purposes; 

(B) a corporation, or trust, or community 
chest, fund, or foundation, organized and 
operated exclusively for religious, char- 
itable, scientific literary, or educational 
purposes, including the encouragement of 
art and the prevention of cruelty to chil- 
dren or animals; no part of the net earn- 
ings of which inures to the benefit of any 
private shareholder or individual; 

_(C) a fraternal society, order, or asso- 
ciation, operating under the lodge system 
but only if such gifts are to be used ex- 
clusively for religious, charitable, scien- 
tific, literary, or educational purposes, in- 
cluding the encouragement of art and the 
prevention of cruelty to children or ani- 
mals; 

(D) posts or organizations of war vet- 
erans, or auxiliary units or societies of 
any such posts or organizations, if such 
posts, organizations, units, or societies 
are organized in the United States or any 
of its possessions, and if no part of their 
net earnings inures to the benefit of any 
private shareholder or individual; 

(E) the special fund for vocational re- 
habilitation authorized by section 12 of 
the World War Veterans’ Act, 1924. 

(b) Nonresidents.—In the case of a 
nonresident not a citizen of the United 








States, the amount of all gifts made dur- 
ing such year to or for the use of— 


(1) the United States, any State, Ter- 
ritory, or any political subdivision thereof, 
or the District of Columbia, for exclu- 
sively public purposes; 

(2) a domestic corporation organized 
and operated exclusively for religious, 
charitable scientific, literary or educa- 
tional purposes, including the encourage- 
ment of art and the prevention of cruelty 
to children or animals; no part of the net 
earnings of which inures to the benefit of 
any private shareholder or individual; 

(3) a trust, or community chest, fund, 
or foundation, organized and operated 
exclusively for religious, charitable, sci- 
entific, literary, or educational purposes 
including the encouragement of art and 
the prevention of cruelty to children or 
animals; but only if such gifts are to be 
used within the United States exclusively 
for such purposes; 

(4) a fraternal society, order, or asso- 
ciation, operating under the lodge system, 
but only if such gifts are to be used 
within the United States exclusively for 


|Teligious, charitable, scientific, literary, or 


educational purposes, including the en- 
couragement of ~rt and the prevention of 
cruelty to children or animals; 

(5) posts or organizations of war vet- 
erans, or auxiliary units or societies of any 
such posts or organizations, if such posts, 
organizations, units, or societies are or- 
ganized in the United States or any of its 
possessions, and if no part of their net 
earnings insures to the benefit of any pri- 


| vate shareholder or individual; 


(6) the special fund for vocational re- 
habilitation authorized by section 12 of the 
Worid War Veterans’ Act, 1924. 

(c) The deductions provided in sub- 
section (a) (2) or (b) shall be allowed only 
to the extent that the gifts therein speci- 
fied are included in the amount of gifts 
against which such deductions are ap- 
plied. 


Sec. 506. Gifts Made in Property 
If the gift is made in property, the 
value thereof at the date of the gift shall 
be considered the amount of the gift. 


Sec. 507. Returns 
(a) Requirement.—Any individual who 
within the calendar year 1932 or any cal- 
endar year thereafter makes any transfers 
by gift/ (except those which under section 
504 are not to be included in the total 


| amount of gifts for such year) shall make 


a return under oath in duplicate. The 
return shall set forth (1) each gift made 
during the calendar year which under sec- 
tion 504 is to be included in computing 
net gifts; (2) the deductions claimed and 
allowable under section 505; (3) the net 
gifts for each of the preceding calendar 
years; and (4) such further information 
as may be required by regulations made 
pursuant to law. 

(b) Time and Place for Filing.—The re- 


jturn shall be filed on or before the 15th 


day of March following the close of the 


$1,992,125 upon net gifts of $9,000,000: | Calendar year with the collector for the 


and upon net gifts in excess of $9,000,000 | 


district in which is located the legal res- 
idence of the donor, or if he has no legal 


|residence in the United States, then (un- 
| less the Commissioner designates another 


district) with the collector at Baltimore, 


| Maryland. 


Sec. 508. Records and Special Returns 


(a) By Donor.—Every person liable to 
any tax imposed by this title or for the 


| collection thereof, shall keep such records, 
|render under oath such statements, make 


such returns, and comply with such rules 
and regulations, as the Commissioner, with 
the approval of the Secretary, may from 
time to time prescribe. 

(b) To Determine Liability to Tax— 
Whenever fn the judgment of the Com- 
missioner necessary he may require any 
person, by notice served upon him, to make 
a return, render under oath such state- 
ments, or keep such records, as the Com- 
missioner deems sufficint to show whether 
or not such person is liable to tax under 
this title. 

Sec. 509. Payment of Tax 


(a) Time of Payment.—The tax im- 
posed by this title shall be paid by the 
donor on or before the°15th day of March 
following the close of the calendar year. 

(b) Extension of Time for Payment.— 
At the request of the donor, the Com- 
missioner may extend the time for pay- 
ment of the amount determined as the 
tax by the donor, for a period not to ex- 
ceed six months from the date prescribed 
for the payment of the tax. In such case 
the amount in respect of which the ex- 
tension is granted shall be paid on or 
before the date of the expiration of the 
period of the extension. 

(c) Voluntary Advance Payment.—A tax 
imposed by this title, may be paid, at 
the election of the donor, prior to the 
date prescribed for its payment. 

(d) Fractional Parts of Cent—In the 
payment of any tax under this title a 
fractional part of a cent shall be disre- 
garded unless it amounts to one-half cent 
or more, in which case it shall be in- 
creased to 1 cent. 

(e) Receipts.— The collector to whom 
any payment of any gift tax is made shall, 
upon request, grant to the person mak- 
ing such payment a receipt therefor. 

Sec. 510. Lien for Tax 

The tax imposed by this title shall be 
a lien upon all gifts made during the cal- 
endar year, for 10 years from the time the 
gifts are made., If the tax is not paid 
when due, the donee of any gift shall be 
personally liable for such tax to the ex- 
tent of the value of such gift. Any part 
of the property comprised in the gift sold 
by the donee to a bona fide purchaser 
for an adequate and full consideration in 
money or money’s worth shall be divested 
of the lien herein imposed and the lien, 
to the extent of the value of such gift, 
shall attach to all the property of the 
donee (including after-acquired property) 
except any part sold to a bona fide pur- 
chaser for an adequate and full consid- 
eration in money or money’s worth. If 
the Commissioner is satisfied that the tax 
liability has been fully discharged or pro- 
vided for, he may, under regulations pre- 
scribed by him with the approval of the 
Secretary, issue his -certificate, releasing 











any or all of the property from the lien 
herein imposed. 

Sec. 511. Examination of Return and 

Determination of Tax 

As soon as practicable after the return 
is filed the Commissioner shall examine it 
and shal: determine the correct amount of 
tfie tax. 

Sec. 512. Definition of Deficiency 

As uséd in this title in respect of the 
tax imposed by this title the term “defi- 
ciency” means— 

(i) The amount by which the tax im- 
posed by this title exceeds the amount 
shown as the tax by the donor upon his 
return; but the amount so shown on the 
return shall first be: increased by the 
amounts previously assessed (or collected 
without assessment) as a deficiency, and 
decreased by the amounts previously 
abated, refunded, or otherwise repaid in 
respéct of such tax; or 

(2) If no amount is shown as the tax 
by the donor upon his return, or if no re- 
turn is made by the donor, then the 
amount by which the tax exceeds the 
amounts previously assessed (or collected 
without assessment) as a deficiency; but 
such amounts previously assessed, or col- 
lected without assessment, shall first be de- 
creased by the amounts previousty abated, 
refunded, or otherwise repaid in respect of 
such tax. 

Sec. 513. Assessment and Collection 
of Deficiencies 


(a) Petition to Board of Tax Appeals.— 
If the Commissioner determines that there 
is a deficiency in respect of the tax im- 
posed by this title, the Commissioner is 
authorized to send notice of such defici- 
ency to the donor by registered. mail 
Within 60 days after such notice is mailed 
(not counting Sunday as the sixtieth day), 
the donor may file a petition with the 
Board of Tax Appeals for a redetermina- 
tion of the deficiency. No assessment of 
a deficiency in respect of the tax imposed 
by this title and no distraint or proceeding 
in court for its collection shall be made, 
begun, or prosecuted until such notice has 
been mailed to the donor, nor until the 
expiration of such 60-day period, nor, if a 
petition has been filed with the Board, 
until the decision of the Board has be- 
come fina’. Notwithstanding the provi- 
sions of section 3224 of the Revised Stat- 
utes the making of such assessment or the 
beginning of such proceding or distraint 
during the time such prohibition is in 
force may be enjoined by a proceeding in 
the proper court. 

For exceptions to the restrictions im- 
posed by this subsection see — 

(1) Subsection (d) of this section, re- 
lating to waivers by the donor; 

(2) Subsection (f) of this section, re- 
lating to notifications of mathematical 
errors appearing upon the face of the re- 
turn; 

(3) Section 514, relating to jeopardy as- 
sessments; 

(4) Section 516, relating to bankruptcy 
and receiverships; and 

(5) Section 1001 of the Revenue Act of} 
1926, as amended, relating to assessment | 
or collection of the amount of the defici- 
ency determined by the Board pending | 
court review. 

(b) Collection of Deficiency Found by 
Board.—If the donor files a petition with 
the Board, the entire amount redetermined 
as the deficiency by the decision of the 
Board which has become final shall be as- 
sessed and shall be paid upon notice and 
demand from the collector. No part of 
the amount determined as a deficiency by 
the Commissioner but disaYlowed as such 
by the decision of the Board which - has 
become final shall be assessed or be col- 
lected by distraint or by proceedings in 
court with or without assessment. 

(c) Failure to File Petition—If the 
donor does not file a petition with the 





Board within the time prescribed in sub- | 


section (a) the deficiency, notice of which 
has »een mailed to the donor, shall be as- 
sessed, and shall be paid upon notice and 
demand from the collector. 


(d) Waiver of Restrictions—The donor | 
shall at any time have the right, by a| 


signed notice in writing filed with the 
Commissioner, to waive the restrictions 
provided in subsection (a) on the assess- 
ment and coMection of the whole or any 
er | the deficiency. 

e) Increase of Deficiency After N 
Mailed.—The Board shali aoa juriediction 
to redetermine the correct amount of the 
deficiency even if the amount so redeter- 
mined is greater than the amount of the 
deficiency, notice of which has been mailed 
to the donor,-and to determine whether 
any additional amount or addition to the 
tax should be assessed if claim there- 
for is asserted by the Commissioner at or 
before the hearing or - rehearing. 

(f) Further Deficiency Letters Re- 
stricted.—If the Commissioner has mailed 
to the donor notice of a deficiency as pro- 
vided in subsection (a) of this section, and 
the donor files a petition with the Board 
within the time prescribed in such subsec- 
tion, the Commissioner shall have no right 
to determine any additional deficiency in 
respect of the same calendar year, except 
in the case of fraud, anc except as pro- 
vided in subsection (e) of this section, re- 
lating to assertion of greater deficiencies 
before the Board, or in section 514(c), re- 
lating to the making of jeopardy assess- 
ments. If the donor is notified that, on 
account of a mathematical error appearing 
upon the face of the return, an amount 
of tax in excess of that shown upon the 
return is due, and that an assessment of 
the tax has been or will be made on the 
basis of what would have been the correct 
amount of tax but for the mathematical 
error, such notice shall not be considered 
(for the purposes of this subsection, or 
of subsection (a) of this section, prohibit- 
ing assessment and collection until notice 
of deficiency has been mailed, or of section 
528(c), prohibiting credits or refunds after 
petition to the Board of Tax Appeals) as 
a notice of a deficiency, and the donor 
shall have no right to file a petition with 
the Board based on such notice, nor shall 
such assessment or collection be prohibited 


by the provisions of subsection (a) of this 
section. 
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er 


Years.—The Board in redetermining a de- 
ficiency in respect of any calendar year 
shal? consider such facts with relation to 
the taxes for other calendar years as may 
be necessary correctly to redetermine the 
amount of such deficiency, but in so doing 
shall have no jurisdiction to determine 
whether or not the tax for any other cal- 
endar year has been overpaid or under- 
aid. 

: (h) Final Decisions of Board.—For the 
purposes of this title the date on which a 
decision of the Board becomes final shall 
be determined according to the provi- 
sions of section 1005 of the Revenue Act 
of 1926. 

(i) Extension of Time for Payment of 
Deficiencies—Where it is shown to the 
satisfaction of the Commissioner that the 
payment of a deficiency upon the date 
prescribed for the payment thereof will re- 
sult in undue hardship to the donor the 
Commissioner, with the approval of the 
Secretary (except where the deficiency is 
due to negligence, +o intentional disre- 
gard of rules and reguitations, or to fraud 
with intent to evade tax), may grant an 
extension for the payment of such defici- 
ency or any part thereof for ¢ period not 
in excess of eighteen months, and, in ex- 
ceptional cases, for a further period not in 
excess of twelve months. If an extension 
is granted, the Commissioner may require 
the donor to furnish a bond in such 
amount, not exceeding double the amount 
of the deficiency, and with such sureties, 
as the Commissioner deems necessary, con- 
ditioned upon the payment of the defici- 
ency in accordance with the terms of the 
extension. 

(j) Address for Notice of Deficiency.— 
In the absence of notice to the Commis- 
sioner under section 527(a) of the exist- 
ence of a fiduciary relationship, notice of 
a deficiency in respect of a tax imposed by 
this title, if mailed to the donor at his last 
known address, shall be sufficient for the 
purposes of this title even if such donor 
is deceased, or is under a legal disability. 


Sec. 514. Jeopardy Assessments 


(a) Authority for Making.—If the Com- 
missioner believes that the assessment or 
collection of a deficiency wil: be jeopard- 
ized by delay, he shall immediately assess 
such deficiency (together with all interest, 
additional amounts, or additions to the 
tax provided for by law) and notice and 
demand shall be made by the collector for | 
the payment thereof. 

(b) Deficiency Letters——If the jeopardy 
assessment is made before any notice in 
respect of the tax to which the jeopardy 
assessment relates has been mailed under 
section 513(a), then the Commissioner 
shal: mail a notice under such subsection 
within 60 days after the making of the 
assessment. 

(c) Amount Assessable Before Decision 
of Board.—The jeopardy assessment may 
be made in respect of a deficiency greater 
or less than that notice of which has been 
mailed to the donor, despite the provi- 
sions of section 513(f) prohibiting the de- 
termination of additional deficiencies, and 
whether or not the donor has theretofore | 
filed a petition with the Board of Tax 
Appeals. The Commissioner shall notify 
the Board of the amount of such assess- 
ment, if the petition is filed with the 
Board before the making of the assess- 
ment or is subsequently filed, and the 
Board shall have jurisdiction to redeter- 
mine the entire amount of the deficiency 
and of all amounts assessed at the same 
time in connection therewith. 





Board.—If the jeopardy assessment is 
made after the decision of the Board is 
rendered such assessment may be made 
only in respect of the deficiency deter- 
mined by the Board in its decision. 

(e) Expiration of Right to Assess—A 
jeopardy assessment may not be made 
after the decision of the Board has become 


tion for review of the decision of the 
Board. 

(f) Bond to Stay Collection—When a 
jeopardy assessment has been made the 
donor, within 10 days after notice and de- 


of the amount of the assessment, may ob- 
tain a stay of collection of the whole or 


amount, not exceeding double the amount 
as to which the stay is desired, and with 
sych sureties, as the collector deems neces- 
sary, conditioned upon the payment of so 
much of the amount, the collection of 
which is stayed’ by the bond will be paid 
abated by a decision of the Board which 
has become final, together with interest 
thereon as provided in section 523 or 
524(b) (4). 

(g) Same—Further Conditions—If the 


| 


his petition with the Board under’ section 


(d) Amount Assessable After Decision of | 


fina} or after the donor has filed ’a peti-| 


mand from the collector for the payment | 


any part of the amount of the assessment | 
by filing with the collector a bond in such} 


bond is given before the donor has filed) 


come final, then any unpaid portion, the 
collection of which has been stayed by the 
bond, shall be collected, and any remain- 
ing portion of the assessment shall be 
abated. If the amount already coliected 
exceeds the amount determined as the 
amount which should have been assessed, 
such excess shall be credited or refunded 
as provided in section 528, without the 
filing of claim therefor. If the amount de- 
termined as the amount which should have 
been assessed is greater than the amount 
actually assessed, then the difference shall 
be assessed and shall be collected as part 
of the tax upon notice and demand from 
the collector. 
Sec. 515. Claims in Abatement 

No clair in abatement shall be filed in 
respect of any assessment in respect of 
any tax imposed by this title. 

Sec. 516. Bankruptcy and 
Receivership 

(a) Immediate Assessment. -Upon the 
adjudication of bankruptcy of any donor 
in any bankruptcy proceeding or the ap- 
pointment of a receiver for any donor in 
any receivership proceeding before any | 
court of the United States or of any State 
or Territory or of the District of Columbia, 
any deficiency (together with all interest, 
additional amounts, or additions to the 
tax provided for by law) determined by 
the Commissioner in respect of a tax im- 
posed by this title upon such donor shall, 
despite the restrictions imposed by section 
513(a) upon assessments be immediately 
assessed if such deficiency has not there- 
tofore been assessed in accordance with 
law. Claims for the deficiency and such 
interest, additional amounts and additions 
to the tax may be presented for adjudica- 
tion in accordance with law, to the court 
before which the bankrutpcy or receiver- 
ship proceeding is pending, despite the 
pendency of proceedings for the redetermi- 
nation of the deficiency in pursuance of 
a petition to the Board; but no petition 
for any such redetermination shall be filed 
with the Board after the adjudication of 
bankruptcy or the appointment of the 


1 






‘ 
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paid, in lieu of the 50 per centum addi- 
tion to the tax provided in section 3176 of 
the Revised Statutes as amended. 

Sec. 521. Interest on Extended Payments 
(a) Tax Shown on Return.—If the time 
for payment of the amount determined 
as the tax by the donor is extended 
under the authority of section 509(b), there 
shall be coliected as a part of such amount, 
interest thereon at the rate of 6 per cen- 
tum per annum from the date when such 
payment should have beer made if no ex- 
tension had been granted, until the expira- 
tion of the period of the extension. 

(b) Deficiency—In case an extension 
for the payment of a deficiency is granted, 
as provided in section 513(i), there shall 
be collected, as a part of the tax, ao 
on the part of the deficiency the time for 
payment of which is so extended, at the 
rate of 6 per centum per annum for the 
period of the extension, and no other in- 
terest shall be collected on such part of 
the deficiency for such period. 

Sec. 522. Interest on Deficiencies 
Interest upon the amount determined 
as a deficiency shall be assessed at the 
same time as the deficiency, shall be paid 
upon notice and demand from the col- 
lector, and shall be collected as a part 
of the tax, at the rate of 6 per centum 
per annum from the due date of the tax 
to the date the deficiency is assessed, or, 
in the case of a waiver under section 
513(d), to the thirtieth day after the filing 
of such waiver or to the date the de- 


ficiency is assessed whichever is the 
earlier. 
Sec. 523. Interest on Jegpardy Assess- 


ments 
In the case of the amount collected 
under section 514(f) there shall be col- 
lected at the same time as such amount, 
and as a part of the tax, interest at the 
rate of 6 per centum per annum upon 
such amount from the date of the jeop- 
ardy notice and demand to the date of 
notice and demand under section 514(i), 
or, in the case of the amount collected in 
excess of the amount of the jeopardy as- 


receiver. sessment, interest as provided in sec- 
(b) Unpaid Claims.—Any portion of the tion 522. . 

claim allowed in such bankruptcy or re-| Sec. 524. Additions to the Tax in Case 

ceivership proceeding which is unpaid of Nonpayment 


shall be paid by the donor upon notice 
and demand from the collector after the 
termination of such proceeding, and may 
be collected by distraint or proceeding in 
court within six years after termination 


| 
| 
| 


such payment may be had in the same 
manner and subject to the same pro- 
visions and limitations as are provided in 


the case of a deficiency in a tax imposed 
by this title. 

Sec. 517. Period of Limitation Upon 

Assessment and Collection 

(a) General Rute.—Except as provided 
in subsection (b), the amount of taxes im- 
posed by this title shall be assessed within 
three years after the return was filed, and 
no proceeding in court without assess- 
ment for the collection of such taxes shall 
be begun after the expiration of three 
years after the return was filed. 

(b) Exceptions— 

(1) False Return or No Return.—In the 
case of a false or fraudulent return with 
intent to evade tax or of a failure to file a 
return the tax may be assessed, or a pro- 
ceeding in court for the collection of such 
tax may be begun without assessment, at 
any time. 
| (2) Coltection After Assessment.—Where 
| the assessment of any tax imposed by this 
title has been made within the statutory 
period of limitation propérly applicable 
thereto, such tax may be collected by dis- 
traint or by a proceeding in court, but 
only if begun (1) within six years after 
the assessment of the tax, or (2) prior to 
the expiration of any period for collection 
agreed upon in writing by the Commis- 
sioner and the donor. 

Sec. 518. Suspension of Running 
of Statute 


of such proceeding. Extensions of time for | 


sections 513(i), 521(b), and 524(b) (3) in| 


(a) Tax Shown on Return— 

(1) Payment Not Extended.—Where the 
amount determined by the donor as the 
tax imposed by this title, or any part of 
such amount, is not paid on the due date 
of the tax, there shall be collected as a 
| part of the tax, interest upon such unpaid 
amount at the rate of 1 per centum a 
;month from the due date until it is paid. 
(2) Payment Extended.—Where an ex- 
| tension of time for payment of the amount 
{so determined as the tax by the donor 
has been granted, and the amount the 
time for payment of which has been ex- 
tended, and the interest thereon deter- 
mined under section 521(a), is not paid 
jin full prior to the expiration of the pe- 
riod of the extension, then, in lieu of the 
interest provided for in paragraph (1) of 
this subsection, interest at the rate of 1 
| per centum a month shall be collected on 
such unpaid amount from the date of the 
expiration of the period of the extension 
until it is paid. 

(b) Deficiency— 

(1) Payment Not Extended—Where a 
deficiency, or any interest assessed in con- 
{nection therewith under section 522, or 
j}any addition to the tax provided for in 
section 3176 of the Revised Statutes, is 
not paid in full within 10 days from the 
date of notice and demand from the col- 
lector, there shall be collected as part of 
the tax, interest upon the unpaid amount 
at the rate of 1 per centum a month from 
the date of such notice and demand until 
it is paid. 

(2) Filing of Jeopardy Bond.—If a bond 
is filed, as provided in section 514, the 
provisions of paragraph (1) of this sub- 
section shall not apply to the amount 
covered by the bond. 

(3) Payment Extended.—If the part of 





The running of the statute of limita- 
tions provided in section 517 on the mak- 
ing of assessments and the beginning 
of distraint or a proceeding in court for 
collection, in respect of any deficiency, 
| shall (after the mailing of a notice under 
section 513(a) be suspended for the period 
during which the Commissioner is pro- 
hibited from making the assessment or be- 


(and in any event, if a proceeding in re- 
spect of the deficiency is placed on the 
docket of the Board, unti! the decision of 
the Board becomes final), and for 60 days 
thcreafter. 

Sec. 519. Additions to the Tax in 

Case of Failure to File Return 
In case of any failure to make and file 


time prescribed by law or prescribed by 
the Commissioner in pursuance of law, 25 
per centum of the tax shall be added to 





513(a), the bond shal: contain a further 
condition that if a petition is not filed 
within the period provided in such sub- 


on notice and demand at any time after 


with interest thereon at the rate of 6 per 
centum per annum from the date of the 
jeopardy notice and demand to the date 


section. 

(h) Waiver of Stay.—Upon the filing of 
the bond the collection of so much of the 
amount assessed as is covered by the bond 
shall be stayed. The donor shall have the 
right to waive such stay at any time.in re- 
spect of the whole or any part of the 
amount covered by the bond, and if as a 


amount covered by the bond is paid, then 
the bond shall, at the request of the donor, 
be proportionately reduced. If the Board 
determines that the amount assessed is 
greater than the amount which shoud 
have been assessed, then when the de- 
cision of the Board is rendered the bond 
shall, at the request of the donor, be pro- 
portionately reduced 

(i) Collection of Unpaid Amounts.— 
When the petition has been filed with the 
Board ang when the amount which should 
have beef assessed has been determined 





(g) Jurisdiction Over Other Calendar 


by a decision of the Board which has be- 


section, then the amount the collection of | 
which is stayed by the bond will be paid | 


the expiration of such period, together | 


of notice and demand under this sub-} 


result of such waiver any part of the| 


the tax except that when a return is filed 
after such time and it is shown that the 
failure to file it was due to reasonable 
cause and not due to willful neglect no 
such addition shatl be made to the tax. 
|The amount so added to any tax shall be 
collected at the same time and in the same 
manner and as a part of the tax unless 
the tax has been paid before the dis- 
covery of the neglect, in which case the 
amount so added shall be collected in the 
same manner as the tax: The amount 
added to the tax under this section shall 
be in lieu of the 25 per centum addition 
to the tax provided in section 3176 of the 
Revised Statutes, as amended. 


Sec. 520. Additions to the Tax Case 
of Deficiency . 

(a) Negligence.—If any part of any de- 
ficiency is due to negligence, or inten- 
tional disregard of rules and regulations 
but without intent to defraud, 5 per cen- 
tum of the total amount of the deficiency 
(in addition to such deficiency) shall be 
assessed, collected, and paid in the same 
manner as if it were a deficiency, except 
that the provisions of section 522, relating 
to interest on deficiencies, shall not be 
applicable. 

(b) Fraud.—If any part of any deficiency 
is due to fraud with intent to evade tax, 
then 50 per centum of the total amount of 
the deficiency (in addition to such defi- 
ciency) shall be so assessed, collected, and 








ginning distraint or a proceeding in court} 


a return required by this title, within the) 


the- deficiency the time for payment of 
| which is extended as provided in section 
|513(i) is not paid in accordance with the 
|terms of the extension, there shall be col- 
lected, as a part of the tax, interest on 
such unpaid amount at the rate of 1 per 
centum a month for the period from the 
time fixed by the terms of the extension 
for its payment until it is paid, and no 
other interest shall be collected on such 
unpaid amount for such period. 

(4) Jeopardy Assessment—Payment 
Stayed by Bond.—If the amount included 
in the notice and demand from the col- 
lector under section 514(i) is not paid in 
full within 10 days after such notice and 
demand, then there shall be collected, as 
| part of the tax, interest upon the unpaid 
amount at the rate of 1 per centum a 
month from the date of such notice and 
demand until it is paid. 

(5) Interest in Case of Bankruptcy and 
| Receiverships.—If the unpaid portion of 
the claim allowed in a bankruptcy or 
| receivership, proceeding, as provided in 
| section 516, is not paid in full within 10 
days from the date of notice and demand 
|from the collector, then there shall be 
collected as a part of such amount in- 
|terest upon the unpaid portion thereof 
a. the rate of 1 per centum'a month from 
| the date of such notice and demand until 
| payment. 


Sec. 525. Penalties 

(a) Any person required under this title 
to pay any tax, or required by law or 
|regulations made under authority thereof 
,to make a return, keep any records, or 
supply any information, for the purposes 
of the computation, assessment, or collec- 
tion of any tax imposed by this title, who 
willfully fails to pay such tax, make such 
return, keep such records, or supply such 
information, at the time or times required 
by law. or regulations, shall, in addition 
to other penalties provided by law, be 
guilty of a misdemeanor and, upon con- 
viction thereof, be fined not more than 
$10,000, or imprisoned for not more than 
one year, or both, together with the costs 
|of prosecution. 

(b) Any person who willfully attempts 
in any manner to evade or default any 
tax imposed by this title or the payment 
thereof, shall, in addition to other pen- 
alties provided by law, be guilty of a 
felony ard, on conviction therof, be fined 





not more than $10,000, or imprisoned for 
not more than five yeats, or both, to- 
gether with the costs of prosecution. 

Sec. 526. Transferred Assets 

(a) Method of Collection.—The amounts 
of the following liabilities shall, except as 
hereinafter in this section provided, be 
assessed, collected, and paid in the same 
manner and subject to the same pro- 
visions as in the case of a deficiency in 
the tax imposed by this title (including 
the provisions in case of delinquency in 
payment after notice and demand, the 
provisions authorizing distraint and pro- 
ceedings in court for collection, and the 
provisions prohibiting claims and suits for 
refunds) ; oo 

(1) Transferees.—The liability, at law 
or in equity, of a transferee of property | 
of a donor, in respect of the tax (including | 
interest, additional amounts, and addi- 
tions to the tax provided by law) im- 

sed by this title. 
po) Fituciaries.— The liability of a fidu- | 
ciary under section 3467 of the Revised | 
Statutes [U. S. C., title 31, sec. 192] in 
respect of the payment of any such tax 
from the estate of the donor. 

Any such liability may be either as to} 
the amount of tax shown on the return | 
or as to any deficiency in tax. : 

(b) Period of Limitation—The period 
of limitation for assessment of any such | 
liability of a transferee or fiduciary shall 
be as follows: : 

(1) Within one year after the expira- 
tion of the period of limitation for assess- r 
ment against the donor. : 

(2) If a cour® proceeding against the | 
donor for the collection of the tax has | 
been begun within the period provided in 
paragraph (1),—then within one year | 
after return of execution in such pro- 
ceeding. 

(c) Period for Assessment Against} 
Donor.—For the purposes of this section, 
if the donor is deceased, the period of 
limitation for assessment against the 
donor shall-be the period that would be | 
in effect had the death not occurred. 

(d) Suspension of Running of Statute) 
of Limitations—The running of the stat-| 
ute of limitations upon the assessment of | 
the liability of a transferee or fiduciary 
shall, after the mailing of the notice under | 
section 513(a) to the transferee or fidu- | 
ciary, be suspended for the _ period | 
during which the Commissioner is pro- 
hibited from making the -assessment in| 
respect of the liability of the transferee | 
or fiduciary (and in any event, if a pro-| 
ceeding in respect of the liability. is placed | 
on the docket of the Board, until the de-| 
cision of the Board becomes final), and| 
for 60 days thereafter. 

(e) Prohibition of Suits to Restrain En- | 
corcement of Liability of Transferee or | 
Fiduciary—No suit shall be maintained | 
in any court for the purpose of restraining 
the assessment or collection of (1) the 
amount of the liability, at law or in 
equity;-of a transferee of property of a) 
donor in respect of any gift tax, or (2) | 
the amount of liability of a fiduciary un- 
der section 3467 of the Revised Statutes | 
{U. S. C., title 31, sec. 192] in respect of 
any such tax. 





(f) Definition of “Transferee”’.—As used | be treated for the purposes of all provi- | ing rates: 


in this section, the term “transferee” in- | 


cludes donee, heir, legatee, devisee, and|enue as a duty imposed by such act, ex- |2%4 cents a pound on total weight (exclu- 


distributee. 
(g) Address for Notice of Liability —In 


the absence of notice to the Commissioner | be based shall be the sum of (A) the duti- | by the Commissioner with the approval 


under section 527(b) of the existence of | 
a fiduciary relationship, notice of liability 
enforceable under this section in respect 
of a tax imposed by this title, if mailed! 
to the person subject to the liability at 
his last known address, shall be sufficient 
for the purposes of this title even if such | 
person is deceased, or is under a legal | 
disability, or, in the case of a corporation, | 
has terminated its existence. 

Sec. 527. Notice of Fiduciary Relationship 

(a) Fiduciary of Donor.—Upon notice to 
the Commissioner that any person is act- 
ing in a fiduciary capacity such fiduciary | 
shall assume the powers, rights, duties, | 
and privileges of the donor in respect of | 
a tax imposed by this title- (except as 
otherwise specifically provided and except 
that the tax shall be collected from the 
estate of the donor), until notice is given 
that the fiduciary capacity has terminated. 

(b) Fiduciary of Transferee.—Upon no- | 
tice to the Commissioner that any person 
is acting in a fiduciary capacity for a} 
person subject to the liability specified in 
section 526, the fiduciary shall assume, on | 
behalf of such person, the powers, rights, 
duties, and privilege of such person under 
such section (except that the liability | 
shall be collected from the estate of such | 
person), until notice is given that the! 
fiduciary capacity has terminated. 

(c) Manner of Notice—Notice under) 
subsection (a) or (b) shall be given in| 
accordance with regulations prescribed by | 
the Commissioner with the approval of 
the Secretary. 

Sec. 528. Refunds and Credits 

(a) Authorization—Where there has 
been an overpayment of any tax im-| 
posed by this title, the amount of such 
overpayment shall be credited against any 
gift tax then due from the taxpayer, and 
any balance shall be refunded immedi- | 
ately to the taxpayer. 

(b) Limitation on Allowance— 

(1) Period of Limitation—No such 
credit or refund shall be allowed or made 
after three years from the time the tax | 
was paid, unless before the expiration of 
such period a claim therefor is filed by 
the taxpayer. 

(2) Limit on Amount of Credit or Re- 
fund.—_The amount of the credit or re- 
fund shall not exceed the portion of the 
tax paid during the three years immedi- 
ately preceding the filing of the claim, or 
if no claim was filed then during the| 
three years immediately preceding the al- 
lowance of the credit or refund. 

(c) Effect of Petition to Board.—If the 
Commissioner has mailed to the taxpayer 
a notice of deficiency under section 513 (a) 
and if the taxpayer files a petition with 
the Board of Tax Appeals within the time 
prescribed in such subsection, no credit 
or refund in respect of the tax for the! 
calendar year in respect of which the Com- 
rmissieper has determined the deficiency 








|article imported into the United States 


| described in subsection (c) 


| 313(a,, 


; manufactured or produced with the use| 


|ported into the United States, a tax at 


| Liquid malt, malt syrup, and malt extract, 
| unless sold to a baker for use in baking 
)or to a manufacturer or producer of malted 
| beverages, or textiles, for use in the man- 


|3 cents a pound. For the purposes of this 
| paragraph 


| juice, and grape syrup (other than fin- 


jmore than 35 per centum of sugars by 
| weight, 20 cents a gallon. 


shall be allowed or made and no suit by 
the taxpayer for the recovery of any part 
of such tax shall be instituted in any 
court except— 

(1), As to overpayments determined by 
a decision of the Board which has become 
final; and 

(2) As to any amount collected in excess 
of an amount computed in accordance 
with the decision of the Board which has 
become final; and 

(3) As to any amount collected after the 
period of limitation upon the beginning 
of distraint or a proceeding in court for 
collection has expired; but in any such 
ciaim for credit or refund or in any such 
suit for refund the decision of the Board 
which has become final, as to whether 
such period has expired before the notice 
of deficiency was mailed, shall be con- 
clusive. 

(d) Overpayment Found by Board.—If 
the Board finds that there is no deficiency 
and further finds thet the taxpayer has | 
made an overpayment of tax in respect of | 
the taxable year_in respect of which the | 
Commissioner determined the deficiency, 
the Board shall have jurisdiction to de- 
termine the amount of such overpayment, 
and such amount shall, when the decision | 
of the Board has become final, be credited 
oc refunded to the taxpayer. No such 
credit or refund shall be made.of any por- 
tion of the tax paid more than three years 
before the filing of the claim or the filing | 
of the petition, whichever is earlier. 

Sec. 529. Laws Made Applicable 

All administrative, special, or stamp pro- 
visions of law, including the law relating 
to the assessment of taxes, so far as ap- 
plicable, are hereby-rextended to and made 
a part of this title. 

Sec. 530. Rules and Regulations 

The Commissioner, with the approval of 
the Secretary, shall prescribe and publish 
all needful rules and regulations for the 
enforcement of this title. 

Sec. 531. Definitions 

For the purposes of this title— 

(a) Calendar Year.—The term “calendar 
year” includes only the calendar year 1932 
and succeeding calendar years, and, in the 
case of the calendar year 1932, includes 
only the portion of such year after the 
date of the enactment of this act. 

(b) Property. Within United States.— 
Stock in a domestic corporation owned 
and held by a nonresident shall be deemed 
property situated within the United States. | 

Sec. 532. Short Title 

This title may be cited as the “Gift Tax 

Act of 1932.” 


Title [V—Manufacturers’ 


Excise Taxes 
Sec. 601. Excise Taxes on Certain Articles | 
(a) In addition to any other tax or duty | 
imposed by law, there shall be imposed a 
tax as provided in subsection (c) on every 


unless treaty provisions of the United 
States otherwise provide. 
(b) The tax imposed under subsection 


|ad valorem or % of 1 cent per pound, 


| authorized to prescribe all necessary reg- 





(a) shall be levied, assessed, collected, and 
paid in the same manner as a duty im- | 
posed by the Tariff Act of 1930, and shall | 
sions of law relating to the customs rev- | 


cept that— 
(1) the value on which such tax shall 


able value (under section 503 of such act) | 


| Of the article, plus (B) the customs duties, 
| if any, imposed thereon under any provi- 


sion of law; 

(2) for the purposes of section 489 of | 
such act (relating to additional duties in | 
certain cases of undervaluation) such tax 
shall not be considered an ad valorem rate 


| of duty or a duty based upon or regulated | 


in any manner by the value of the article, | 
and for the purposes of section 336 of | 
such act (the so-called flexible tariff pro- | 


| vision) such tax shall not be considered | 


a duty; 

(3) such tax shall not be imposed upon 
any article imported prior to the date on 
which this title takes effect; 

(4) no drawback of such tax (except tax 
paid upon the importation of an article 
(4), (5), (6),) 

shall be allowed under section 
(b), or (f) of the Tariff Act of | 
1930 or any provision of law allowing a} 
drawback of customs duties on articles 


or (7)) 


cf duty-paid materials; 

(5) such tax (except tax under subsec- 
tion (c) (4) to (7), inclusive) shall be im- 
posed in full notwithstanding any provi- 
sion of law granting exemption from or 
reduction of duties to products of any 
possession of the United States; and for 
the purposes of taxes under subsection 
(c) (4) to (7), inclusive, the term “United 
States” includes Puerto Rico. 

(c) There is hereby imposed upon the 
following articles sold in the United States 
by the manufacturer or producer, or im- 


the rates hereinafter set forth, to be paid 
by the manufacturer, producer, or im- 
porter: 

(1) Lubricating oils, 4 cents a gallon; 


but the tax on articles described in this | 


paragraph shall not apply with respect to 
the importation of such articles. 
(2) Brewer’s wort, 15 cents a gallon. 


fluid, solid, or condensed, made from 
malted cereal grains in whole or in part, 


milk, medicinal products, cereal 


foods, 


ufacture or production of such products, 


| total weight, to be determined under reg- | 


| Oils, pomades, hair dressings, hair restora- | 
| tives, hair dyes, tooth and mouth washes 


| Shall be 5 per centum), tooth pastes (ex- 


|10 per centum of the price for which so 


th 
loan 
| tax equivalent to 10 per centum of the 





liquid malt containing less 
than 15 per centus of solids by weight 
shall be taxable as brewer’s wort. 

(3) Grape concentrate, evaporated grape 


ished or fountain syrup), if containing 


V No tax shall be 
imposed under this paragraph (A) upon 
any article which contains preservative 
sufficient to prevent fermentation when 
diluted, or (B) upon any article sold to a 





manufacturer or producer of food prod- 


ie 


ucts or soft drinks for use in the manu- 
facture or production of such products. 

(4) Crude petroleum, % cent per gallon; 
fuel oil derived from petroleum, gas oil 
derived from petroleum, and all. liquid 
derivatives of crude petroleum, except 
lubricating oil and gasoline or other mo- 
tor fuel, % cent per gallon; gasoline or 
other motor fuel, 2% cents per gallon; 
lubricating oil, 4 cents per gallon; paraf- 
fin and other petroleum wax products, 1 
cent per pound. The tax on the articles 
described in this paragraph shall apply 
only with respect to the importation of 
such articles. 

(5) Coal of all sizes, grades, and classi- 
fications (except culm and duff), coke 
manufactured therefrom; and coal er coke 
briquettes, 10 cents per 100 pounds. The | 
tax on the articles described in this para- 
graph shall apply only with respect to the 
importation of such articles, and shall not 
ke imposed upon any such article if dur- 
ing the preceding calendar year the ex- 
ports of the articles described in this para- 
graph from the United States to the coun- 
try from which such article is imported 
have been greater in quantity than the 
imports into fhe United States from such 
country of the articles described in this 
paragraph. 

(6) Lumber, rough, or 
dressed on one or more sides, except floor- 
ing made of maple (except Japanese 
maple), birch, and beech, $3 per thousand 
feet, board measure; but the tax on the 
articles described in this paragraph shall 
apply only with respect to the importa- 
tion of such articles. 

(1) Copper-bearing ores and concen- 
trates and articles provided for in para- 
graph 316, 380, 381, 387, 1620, 1634, 1657, 
1658, or 1659 of the Tariff Act of 1930, 4 
cents per pound on the copper contained 
therein: Provided, That no tax under this 
paragraph shall be imposed on copper in 
any of the foregoing which is lost in 
metallurgical processes: Provided further, 
That ores or concentrates usable as a flux! 
or sulphur reagent in copper smelting 
and/or converting and having a copper 
content of not more than 15 per centum, 
when imported for fluxing purposes, shall 
be admitted free of said tax in an aggre- 
gate amount of not to exceed in any one 
year 15,000 tons of copper content. All 
articles dutiable under the Tariff Act of 
1930, not provided for heretofore in this 
paragraph, in which copper (including 
copper in alloys) is the component ma- 
terial of chief value, 3 cents per pound. | 
All articles dutiable under the Tariff Act! 
of 1930, not provided for heretofore in| 
this paragraph, containing 4 per centum| 
or more of copper by weight, 3 per centum | 


planed or} 








whichever is the lower. The tax on the} 
articles described in this paragraph shall | 
apply only with respect to the importa-| 
tion of such articles. The Secretary is 


ulations for the enforcement of the pro- 
visions of this paragraph. 
Sec. 602. Tax on Tires and Inner Tubes | 
There is hereby imposed upon the fol-| 
lowing articles sold by the manufacturer, | 
producer, or importer, a tax at the follow- 
(1) Tires wholly or in part of rubber, 
sive of metal rims or rim bases), to be 
determined under regulations prescribed 


of the Secretary. 
_ (2) Inner tubes (for tires) wholly or 
in part of rubber, 4 cents a pound on)! 


ulations prescribed by the Commissioner 
with the approval of the Secretary. 
Sec. 603. Tax on Toilet Preparations, Etc. | 
There is hereby inmrposed upon the fol- 
lowing articles, sold by the manufacturer, 
producer, or importer, a tax equivalent to 
10 per centum of the price for which so| 
sold: Perfumes, essences, extracts, toilet 
waters, cosmetics, petroleum jellies, hair 


(except that the rate shall be 5 per cen-| 
tum), dentifrices (except that the rate 


cept that the rate shall be 5 per centum), 
aromatic cachous, toilet soaps (except | 
that the rate shall be 5 per centum),! 
toilet powders, and any similar substance, | 
article or preparation, by whatsoever name 
known or distinguished; any of the above 
which are used for or applied or intended 
to be used or applied for toilet purposes. 


Sec. 604. Tax on Furs 


There is hereby imposed upon the fol- 
lowing articles, sold by the manufacturer, 
producer, or importer, a tax equivalent to 


sold: Articles made of fur on -the hide! 
or pelt or of which any such fur is the 
component material of chief value. 
(a) There is hereby imposed upon the 
dressing (on or after the 15th day after 
date of the enactment of this Act 
before July 1; 1934) of raw furs, a 


fair market value of the dressed furs, to 
be paid by the owner thereof. 

(b) Every person engaged in dressing | 
furs, shall make monthly reports under | 
oath in duplicate to the collector for the 
district in which is located his principal | 
place of business, or, if he has no princi- 
pal place of business in the United States, 
then to the collector at Baltimore, Mary- 
land Such reports shall list all furs 
dressed by such person and the names 
and addresses of the owners of such furs 
and shal! contain such additional infor- 
mation, and shall be made at such times 
and in such manner, as the Commissioner, 
with the approval of the Secretary, may 
by regulations prescribe. 

(c). Subject to the provisions of sec- 
tion 601 (b), there is hereby imposed upon 
all dressed furs imported into the United 
States a tax at the rate of 10 per centum 
ad valorem. 


Sec. 605. Tax on Jewelry, Etc. 
There is hereby imposed upon the fol- 
lowing articles, sold by the manufacturer, 
producer, or importer, a tax equivalent 
to 10 per centum of the price fgr which 
so sold: All articles commonly Dr com- 
mercially. known as jewelry,, whether real | 


- 
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or imitation; pearls, precious and semi- 
precious stones, and imitations thereof; 
articles made of, or ornamented, mounted 
or fitted with, precious metals or imita- 
tions thereof or ivory (not including surg- 
ical instruments or silver-plated ware, or 
frames or mountings for spectacles or 
eyeglasses); watches; clocks, parts for 
watches or clocks sold for more than 9 cents 
each; opera glasses; lorgnettes; marine 
glasses; field glasses; and binoculars. No 
tax shall be imposed under this section 
on any article used for religious purposes 
or any article (other than watch parts 
or clock parts) sold for less than $3. 


Sec. 606. Tax on Automobiles, Etc. 


There is hereby imposed upon the fol- 
lowing articles sold by the manufacturer, 
producer, or importer, a tax equivalent 
to the following percentages of the price 
for which so sold: 

(a) Automobile truck chassis and auto- 
mobile truck bodies (including in both 
cases parts or accessories therefor sold 
on or in connection therewith or with 


|the sale thereof), 2 per centum. A sale 


of an automobile truck shall, for the pur- 
poses of this subsection, be considered to 
be a sale of the chassis and of the body. 

(b) Other automobile chassis and 
bodies and motor cycles (including in each 


|case parts or accessories therefor sold on 


or in connection therewith or with the 
sale thereof), except tractors, 3 per 
centum. A sale of an automobile shall, 
for the purposes of this subsection, be 


| considered to be a sale of the chassis and 


of the body. 

(c) Parts or accessories (other than 
tires and imner tubes) for any of the . 
articles enumerated in subsection (a) or 
(b), 2 per centum. For the purposes of 
this subsection and subsections (a) and 
(b). spark plugs, storage batteries, leaf 
springs, coils, timers, and tire chains, 
which are suitable for use on or in con- 
nection with, or as component parts of, 
any of the articles enumerated in sub- 
section. (a) or (b), shall be considered 
parts or accessories for such articles, 
whether or not primarily adapted for 
such use. This subsection shall not apply 
to chassis or bodies for automobile trucks 
or other automobiles. Under regulations 
prescribed by the Commissioner, with the 
approval of the Secretary, the tax under 


| this subsection shall not apply in the case 
|of sales of parts or accessories by the 


manufacturer, producer, or importer to 
a manufacturer or producer of any of the 
articles enumerated in subsection (a) or 
(b). If any such parts or accessories are 
resold by such vendee otherwise than on 
or in connection with, or with the sale of, 
an article enumerated in subsection (a) or 
(b) and manufactured or produced by 
such vendee, then for the purposes of 
this section the vendee shall be considered 
the manufacturer or producer of the parts 
or accessories so resold. 

(d) Under regulations prescribed by 


{the Commissioner, with the approval of 


the Secretary, the tax under subsection 
(a) or (b) shall not apply in the case 
of sales of bodies by the manufacturer, 
producer, or imported to a manufacturer 
or producer of automobile trucks or other 
automobiles to be sold by such vendee. 


For the purposes of subsection (a) or (b) 
| such vendee shall be considered the man- 


ufacturer or producer of such bodies. 

(e) If tires or inner tubes on which 
tax has been imposed under this title are 
sold on or in connection with, or with 
the sale of, a chassis, body, or motorcycle, 
there shall (under regulations prescribed 
by the Commissioner, with the ‘approval 
of the Secretary) be credited against the 
tax under this section an amount equal to, 
in the case of an automobile truck chassis 
or body, 2 per centum, and in the case of 
any other automobile chassis or body or 
motorcycle, 3 per centum— 

(1) Of the purchase price (less, in the 
case of tires, the part of such price at- 
tributable to the metal rim or rim base) 
if such tires or inner tubes were taxable 
under section 602 (relating to tax on 
tires ad inner tubes); or (2) if such tires 
or inner tubes were taxable under section 
622 (relating to use by manufacturer, pro- 
ducer, or importer) then of the price (less, 
in the case of tires, the part of such price 
attributable to the metal rim or rim base) 
at which such or similar tires or inner 
tubes are sold, in the ordinary course of 
trade, by manufacturers, producers, or im- 


*| porters thereof, as determined by the Com- 


missioner. 

(f) (1) Where prior to August 1, 1934, 
any article subject to the tax imposed by 
this section or section 602, relating to tax 


;on tires and inner tubes, has been sold 


by the manufacturer, producer, or im- 
porter, and is on such date held by a 


|dealer and intended for sale, there shall 


be refunded to the manufacturer, pro- 
ducer, or importer the amount of the tax, 
or if the tax has not been paid, the tax 
shall be abated. 

(2) As used in this subsection the term 
“dealer” includes a wholesaler, jobber, or 
distributor. For the purposes of this sub- 
section, &n article shall be considered as 
“held by a dealer” if title thereto has 
passed to such dealer (whether or not de- 


| livery to him has been made), and if for 


purposes of consumption title to such 
artcle or possession thereof has not at 
any time been transferred to any person 
other than a dealer. 


(3) Under regulations prescribed by 


| the Commissioner, with the approval of 


the Secretary, the refund provided by this 
subsection--(A) may be applied as a credit 
against the tax shown by subsequent re- 
turns of the manufacturer, producer, or 
importer, and (B) may be made to the 
dealer instead of to the manufacturer, 
producer, or importer, if the manufacturer, 
producer, or importer waives any claim for 
the amount so to be refunded. 

(4) When the refund, credit, or abate- 
ment provided for in this subsection has 
been allowed to the manufacturer, pro- 
ducer, or importer, he shall remit to the 
dealer to whom was sold the article in 
respect of which the refund, credit, or 
abatement was allowed, so much of that 
amount of the tax corresponding to the 
refund, credit, or abatement, as was.in- 











er 
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cluded in or added to the price paid or 
agreed to be paid by the dealer. Upon 
the falure of the manufacturer, producer, 
or importer to make such remission he 
shall be liable to the dealer for damages 
in the amount of three times the amount | 
thereof, and the court shall include in any} 
judgment in favor of the dealer in any 
suit for the recovery of such damages, 
costs of the suit and a reasonable at- 
torney’s fee to be fixed by the court. 

Sec. 607. ‘Tax on Radio Receiving Sets, &c. 

There is hereby imposed upon the fol- 
lowing articles, sold by the manufacturer, 
producer, or importer, a tax equivalent to 
5 per centum of the price for which so 
sold: Chassis, cabinets, tubes, reproduc- | 
ing units, power packs, and phonograph | 
mechanisms, suitable for use in connec-| 
tion with or as part of radio receiving 
sets or combination radio and phonograph 
sets (including in each case parts or ac 
cessories therefor ‘sold on or in connec- 
tion therewith or with the sale thereof), 
and records for phonographs. A sale of 
any two or more of the above articles 
shall, for the purpose of this section, be 
considered a sale of each separately. 

Sec. 608. Tax on Mechanical Refrigerators 

There 1s hereby imposed upon the fol- 
lowing articles, sold by the manufacturer, 
producer, or importer, a tax equivalent to 
5 per centum of the price for which so 
sold: 

(a) Household type refrigerators (for | 
single or multiple cabinet installations) | 
operated with electricity, gas, kerosene, or 
other means (including parts or accesso- 
ries therefor sold on or in connection 
therewith or with the sale thereof). 

(b) Cabinets, compressors, condensers, 
expansion units, absorbers, and controls 
(hereinafter referred to as “refrigerator 
components”) for, or suitable for use as 
part of or with, any of the articles enu- 
merated in subsection (a) (including in 
each case parts or accessories for, such 
refrigerator components sold on or in 
connection therewitn or with the sale 
thereof) except when sold as component 
parts of complete refrigerators or refrig- 
erating or cooling apparatus. Under reg- 
ulations prescribed by the Commissioner, | 
with the approval of the Secretary, the 
tax under this subsection shall not apply 


|bonated beverages manufactures and uses 


erages with the addition of water or|sioner with the approval of the Secretary 
may by regulation prescribe. 


water and sugar, and upon all imitations 
of any such fruit juices, and upon all 
carbonated beverages, commonly known 
as Soft drinks (except those described 1n | 
paragraph (1), manufactured, compounded 
or mixed by the use of concentrate, es-| 
sence, or extract, instead of a finished or 
fountain syrup, sold by the manufac- 
turer, producer, or importer, a tax of 2) 
cents per gallon. 

(4) Upon all still drinks (except grape 
juice), containing less than one-half of 
1 per centum of alcohol by volume, in- 
tended for consumption as beverages in 
the form in which sold (except natural 
or artificial mineral and table waters and 
imitations thereof, and pure apple cider), 
sold by the manufacturer, producer, or 
importer, a tax of 2 cents per gallon. 

(5) Upon all natural or artificial min- 
eral waters or table waters, whether car- 
bonated or not, and all imitations thereof, 
sold by the producer, bottler, or importer 
thereof, in bottles or other closed contain- 
ers, at over 12% cents per gallon, a tax 
of 2 cents per gallon. 

(6) Upon all finished or fountain syrups | 
of the kinds used in manufacturing, com- 
pounding, or mixing drinks commonly 
known as soft drinks, sold by the manu- | 
facturer, producer, or importer, a tax of 
6 cents per gallon; except that in the 
case of any such syrups intened to be used 
in the manufacture of carbonated bever- 
ages sold in bottles or other closed con- 
tainers the rate shall be 5 cents per gal-| 
lon. Where any person conducting a soda 
fountain, ice cream parlor, or other sim- 
ilar place of business manufactures any 
syrups of the kinds described in this par- 
agraph, there shall be levied, assessed, 
collected, and paid on each gallon manu- 
factured and used in the preparation of 
soft drinks a tax of 6 cents per gallon; 
and where any person manufacturing car- 


any such syrups in the manufacture of 
carbonated beverages sold in bottles or 
other closed cotnainers there shall be 
levied, assessed, collected, and paid on! 
each gallon of such syrups a tax of 5 
cents per gallon. The taxes imposed by 
this paragraph shall not apply to finished 
or fountain syrups sold for use in the 





in the case of sales of any such refrig- 
erator components by the manufacturer, | 


producer, or importer to a manufacturer | article enumerated i 


or producer of refrigerators or refriger- 
ing or cooling apparatus. If any such 
refrigerator components are resold by such 
vendee otherwise than on or in connec- 
tion with, or with the sale of, complete 
refrigerators or refrigerating or cooling 
apparatus, manufactured or produced by 
such vendee, then for the purposes of this 
section the vendee shall be considered the 
manufacturer or producer of the refrig- 
erator components so resold. 


Sec. 609. Tax on Sporting Goods 


There is hereby imposed upon the foli- 
lowing articles, sold by the manufacturer, 
preducer, or importer, a tax equivalent to 
10 per centum of the price for which so 
sold: Tennis rackets, tennis racket frames 
and strings, nets, racket covers and presses, 
skates, snowshoes, skis, toboggans, canoe 
paddles, polo mallets, baseball bats, gloves, 
masks, protectors, shoes and uniforms, 
football helmets, harness and uniforms, 
basketball goals and uniforms, golf bags 
and clubs, lacrosse sticks, balls of all 
kinds, including baseballs, footballs, ten- 
nis, golf, lacrosse, billiard and pool balls, 
fishing rods ang reeis, biiliard and pool 
tables, chess and checker boards and 
pieces, dice, games and parts of games 
(except playing cards and children’s toys 
and games); and all similar articles 
commonly or commercially known 
sporting goods. 


as 


manufacture of a beverage subject to tax 
under paragraph (1) ,or (4), nor to any 

fh section 601(c) (3). 
| (7) Upon all carbonic acid gas sold by 
|the manufacturer, producer, or importer, 
}or by a dealer in such gas, to a manu- 
|facturer of any carbonated beverages, or | 
| to any person conducting a soda fountain, 
ice cream parlor, or other similar place of | 


business, and upon all carbonic acid gas | 
used by the manufacturer, producer, or | 
importer thereof in the preparation of soft | 





|ducer of gasoline. 


|charge. A transportation, delivery, insur- 


! article is sold) be computed on the price 


Sec. 617. Tax on Gasoline 
(a) There is hereby imposed on gaso- 
line sold by the importer thereof or by, 
a producer of gasoline, a tax of 1 cent 
a gallon, except that under regulations | 
prescribed by the Commissioner with the | 
approval of the Secretary the tax shall | 
not apply in the case of sales to a pro-| 


(bo) If a producer or importer uses 
(otherwise than in the production of gas- 
oline) gasoline sold to him free of tax, 
or produced or imported by him, such use 
shall for the purposes of this title be con- 
sidered a sale. : 

(c) As used in this section— 

(1) The term “producer” includes a 
refiner, compounder, or blender, and a) 
dealer selling gasoline exclusively to pro-| 
ducers of gasoline, as well as a producer. | 

(2) The term “gasoline” means gaso- | 
line, benzol, and any other liquid the chief 
use of which is as a fuel for the propul- 
sion of motor vehicles, motor boats, or 
aeroplanes. 

Sec. 618. Definition of ot sites 
or the purposes of this title, the lea 
ae artes Shall be considered the sale 
of such article. 

Sec. 619. Sale Price 

(a) In determining, for the purposes | 
of this title; the price for, which an article | 
is sold,’ there shall be included any charge | 
for coverings and containers of whatever) 
nature, and any charge incident to placing 
the article in condition packed ready for 
shipment, but there shall be excluded the 
amount of tax imposed by this title, 
whether or not stated as a separate 





ance, installation, or other charge (not re- 
quired by the foregoing sentence to be in- 
cluded) shall be excluded from the price 
only if the amount thereof is established | 
to the satisfaction of the Commissioner, | 
in accordance with the regulations. 


(b) If an article is— 

(1) Sold at retail; 

(2) Sold on consignment; or 

(3) Sold (otherwise than through an} 


arm’s-length transaction) at less than the 
fair market price; the tax under this title 
shall Gf based on the price for which the 


for which such articles are sold, in the 
ordinary course of trade, by manufac- 





17 


of, anottier article to be manufactured or 
produced by him which will be taxable 
under this title or sold free of tax by 


'virture of section 620, relating to sale of 


articles for further manufacture); or 

(2) Any person manufactures, pro- 
duces, or imports-a tire or inner tube 
and sells it on or in connection with, or 
with the sale of, an article taxable under 
section 606 (a) or (b), relating to the tax 
on automobiles, or uses it; he shall be 
liable for tax under this title in the same 
manner as if such article was sold by 
him, and the tax (if based on the price 
for which the article is sold) shall be 


| computed on the price at which such or 
| Similar articles are sold, in the ordinary 
}course of trade, by manufacturers, pro- 


ducers, or importers thereof, as de- 


| termined by the Commissioner. 


Sec. 623. Sales by Others Than Manu- 
facturer, Producer, or Importer ; 
In case any person acquires from the 
manufacturer, producer, or importer of 
an article, by operation of law or as a 
result of any transaction not taxable un- 
der this title, the right to sell such article, 
the sale of such article by such person 
shall be taxable under this title as if 
made by the manufacturer, prcducer, or 
importer, and such person shall be liable 
for the tax. 23 
Sec. 624. Exemption of Articles Manu- 
factured or Produced by Indians 
No tax shall be imposed und2r this title 
on any article of native Indian handicraft 


| manufactured or produced by Indians on 


Indian reservations, or in Indian schools, 
or . oe under the jurisdiction of 
the ‘ited States Government in Alaska. 
See. 625. Contracts Prior to May 1, 1932 

(a) If (1) any person has, prior to May 
1, 1932, made a bona fide contract for the 
Sale, after the tax takes efiect, of any 
article in respect of the sale of which a 
tax is imposed under this title, or in 
respect of which a tax is imposed under 


| this subsection, and (2) such contract does 


jnet permit the adding to the amount to 
be paid under such contract, of the whole 
of such tax, then (unless the contract 
prohibits such addition) the vendee shall, 
in- lieu of the vendor, pay so much of 
| the tax as is not so permitted to be added 
|to the contract price. If a contract of 
the character above described was made 
with the United States or with any person 
other than a dealer, no tax shall be col- 
lected under this title. 





by the Commissioner. 
(c) In the case of (1) a lease, (2) a 
contract for the sale of an article wherein 


| it is provided that the price shall be paid 
|by installments and title to the article 


sold does not pass until a future date 





|drinks, a tax of 4 cents per pound. 

(b) Each manufacturer, producer, or 
| importer of any of the articles enumerated 
|in subsection (a) and each person who 


! 
| sells carbonic acid gas to a manufacturer | 
;of carbonated beverages or to a person) 


| conducting a soda fountain, ice cream par- 
jlor, or other Similar place of business, 
| shall 
{in duplicate and pay the tax imposed in 
| respect of the articles enumerated in sub- 
| section (a) to the collector for the dis- 
jtrict in which is located his pirncipal 
| place of business, or, if he has no princi- 
| pal place of business in the United States, 
{then to the collector at Baltimore, Md. 
| Such.returns shall contain such informa- 
, tion and be made at such times and in 
|such manner as the Commissioner, with 
the approval of the Secretary, may by 
| regulations prescribe. The tax shall, with- 
| out assessment by the Commissioner or 
|notice from the collector, be due and pay- 
able to the collector at the time so fixed 
for filing the return. If the tax is not 


make monthly returns under oath | 


stallments, or (3) a conditional sale, there 
shall be paid upon each payment with 
respect to the article that portion of the 
total tax whieh is proportionate to the 
portion of the total amount to be paid 
represented by such payment. 
Sec. 620. Sale of Articles for Further 
Manufacture 

| Under regulations prescribed by the 
'Commissioner with the approval of the 
| Secretary, no tax under this title shall 
|be imposed upon any article (other than 
a tire or inner tube, or an article taxable 
|under section 604, relating to the tax on 
|furs) sold for use as material in the 
| manufacture or production of, or for use 
las a component part of an article to be 
| manufactured or produced by the vendee 
| which will be taxable under this title or 
| sold free of tax by virtue of this section. 
| It the vendee resells an article sold to 
| 


him free of tax under this section, then 
|for the purposes of this title he shall 
|be considered the manufacturer or pro- 


Sec. 610. Tax on Firearms, Shells, and) paid when due, there shall be added as; ducer of such article. 


Cartridges 


There is hereby imposed upon firearms,|1 per centum a month from the time the | 


shells, and cartridges, sold by the manu- 
facturer, producer, or importer, a tax 
equivalent to 10 per centum of the price 


|part of the tax interest at the rate of 


|tax became due until paid. 
| (c) Each person required to pay any tax 


|imposed by subsection (a) shall procure | 


Sec. 621. Credits and Refunds 
(a) A credit against tax under this 
j title, or a refund, may be allowed or 
made— . 
| (1) To a manufacturer or producer, in 


turers or producers thereof, as determined | 


notwithstanding partial payment by in-| 


(b) The taxes payable by the vendee 
| Shall be paid to the vendor at the time 
; the sale is consummated. and shall be 
collected, returned, and paid to the United 
States by such vendor in the same manner 
as provided in section 702. In case of 
failure or refusal by the vendee to pay 
such taxes to the vendor, the vendor shall 
;Teport the facts to the Commissioner, who 
| Shall cause collection of such taxes to be 
made from the vendee. 


Sec. 626. Return and Payment of Manu- 
facturers’ Taxes 

(a) Every person liable for any tax im- 
| posed by this title other than taxes on 
importation (except tax under section 615, 
relating to tax on soft drinks) shall make 
monthly returns under oath in duplicate 
and pay the taxes imposed by this title 
to the collector for the district in which 
is located his principal place of business 
| or, if he had no principal place of business 
in the United States, then to the collector 
at Baltimore, Maryland. Such returns 
shall contain such information and ‘be 
made at such times and in such manner 
as the Commissioner, with the approval 
{of the Secretary, may by regulations 
prescribe. 
| () The tax shall, without assessment 
by the Commissioner or notice from the 
| collector, be due and payable to the col- 
|lector at the time so fixed for filing the 
|return. If the tax is not paid when due, 
there shall be added as part of the tax 
interest at the rate of 1 per centum a 
; month from the time when the tax became 
due until paid. 


for which so sold. The tax imposed by |and keep posted a certificate of registry in| the amount of any tax under this title Sec. 627. Applicability of Administrative 


this section shall not apply (1) to articles 
sold for the use of the United States, any 
State, Territory, or possession of the 
United States, any political subdivision 


|accordance with regulations to be pre- | 


| scribed by the Commissioner, with the 
| approval of the Secretary. Any person 
| who fails to register or keep posted any 


which has been paid with respect to the 
| sale of any article (other than a tire or 
|inner tube) purchased by him and used 
| by him as material in the manufacture or 


thereof, or the District of Columbia, or certificate of registry in accordance with} production of, or as a component part of, 


(2) to pistols and revolvers. 
See. 611. Tax on Cameras 
There is hereby imposed upon cameras 
(except aerial cameras), 
more than 100 ogee and lenses for such 
cameras, sold by the manufacturer, pro- 
ducer, or importer, a tax equivalent to 
10 per centum of the price for which so 
sold. 
Sec. 612. Tax on Matches 
There is hereby imposed upon matches, 
sold by the manufacturer, producer, or 
importer, 
matches, except that in the case of pa- 
per matches in books the tax shall be ‘2 
of 1 cent per 1,000 matches. 


Sec. 613. Tax on Candy 
There is hereby imposed upon candy, 


sold by the manufacturer, producer, or | 


importer, a tax equivalent to 2eper cen- 
tum of the price for which so sold. 


Sec. 614. Tax on Chewing Gum 


There is hereby imposed upon chewing | 


gum or substitates therefor, sold by the 
manufacturer, producer, or importer, a 


tax equivalent to 2 per centum of the) 


price for which so sold. 


Sec. 615. Tax on Soft Drinks 

(a) There is hereby imposed— 

(1) Upon all beverages derived wholly 
or in part from cereals or substitutes 
therefor, containing less than one-half 
of 1 per centum of alcohol by volume, 
sold by the manufacturer, producer, or 
importer, a tax of 1% cents per gallon. 

(2) Upon unfermented grape juice, in 
natural or concentrated form (whether or 
not sugar has been added), containing 35 
per centum or less of sugars by weight, 
sold by the manufacturer, producer or 
importer, a tax of 5 cents per gallon. 

(3) 
(except grape juice), in natural or slightly 
concentrated form, or such fruit juices 


to which sugar has been added (as dis- 


tinguished from finished or fountain syr- 
ups), intended for consumption as bev- 





weighing not) 


a tax of 2 cents per 1,000) 


.Upon all unfermented fruit juices 


| such regulations shall be subject to a 
| penalty of not more than $1,000 for each 
such offense. 


| Sec. 616. Tax on Electrical Energy 
| (a) There is hereby imposed a tax equiv- 
lalent to 3 per centum of the amount paid 
on or after the fifteenth day after the 
;date of the enactment of this Act, for 
electrical energy for domestic or commer- 
cial consumption furnished after such date 
and before July 1, 1934, to be paid by 
the person paying for such electrical en- 
ergy and to be collected by the vendor. 
(b) Each vendor receiving any pay- 
ments specified in subsection (a) shall 
| collect the amount of the tax imposed 
by such subsection from the person mak- 
ing such payments, and shall on or before 
the last day of each month make a re- 
turn, under oath, for the preceding month, 
and pay the taxes so collected, to the col- 
lector of the district in which his princi- 
pal place of business is located, or if he 
has no principal place of business in the 
United States, to the collector at Balti- 
;more, Md. Such returns shall contain 


manner as the Commissioner with the 
approval of the Secretary may by regula- 
tion prescribe. The Commissioner may 
extend the time for making returns and 
paying the taxes collected, under such 
rules and regulations as he shall prescribe 
with the approval of the Secretary, but 
no such’ extension shall be for more than 
90 days. The provisions of sections 771 
to 774, inclusive, shall, in lieu of the pro- 
visions of sections 619 to 629, inclusive, 
be applicable in respect of the ‘tax im- 
posed by this section. 

(c) No tax shall be imposed under this 
section upon any payment received for 
electrical energy furnished to the United 
States or to any State or Territory, or 
political subdivision thereof, or the Dis- 
{trict of Columbia. The right to exemp- 
|tion under this subsection shall be evi- 
| denced in such manner as the Commis- 





such information and be made in such} 


'an article with respect to which tax under 
|this title has been paid, or which has 
| been sold free of tax by virtue of section 
| manufacture. 

(2) To any person who has paid tax 
| under this title with respect to an article, 
|when the price on which the tax was 
based is readjusted by reason of return 
}or repossession of the article or a cover- 
ing or container, or by a bona fide dis- 
count, rebate, or allowance; in the amount 
of that part of the tax proportionate to 
the part of the price which is refunded 
or credited. 

(b) Credit or refund under subsection 
(a) shall be allowed’ or made only upon 
compliance with regulations prescribed by 
the Commissioner with the approval of 
the Secretary. 

(c) In no case shall.interest be allowed 
with respect to any amount of tax under 
this title credited or refunded. 

(d) No overpayment of tax under this 


wise than under subsection (a) ), in pur- 
suance of a court decision or otherwise, 
unless the person who paid the tax estab- 
lishes, in accordance with regulations pre- 
scribed by the Commissioner with the ap- 
proval of the Secretary, (1) That he has 
not included the tax in the price of the 
article with respect to which it was im- 
posed, or collected the amount of tax 
from the vendee, or (2) that he has re- 
paid the amount of the tax to the ultimate 
purchaser of the article, or unless he files 
with the Commissioner written consent 
of such ultimate purchasér to the allow- 
ance of the credit or refund. 


Sec. 622. Use by Manufacturer, Producer, 


or 

If— 

(1): Any person manufactures, pro- 
duces, or imports an article (other than 
a tire or inner tube) and uses it (other- 
wise, than as material in the manufacture 
or production of, or as a component ‘part 








620, relating to sales of articles for Seeher | 


title shall be credited or refunded (other- | 


Provisions 

All provisions of law (including pen- 
alties) applicable in respect of the taxes 
imposed by section 600 of the Revenue 
| Act of 1926, shall, in so far as applicable 
}and not inconsistent with this Act, be 
‘applicable in respect of the taxes imposed 
by this title. 

Sec. 628. Rules and Regulations 

The Commissioner, with the approval of 
| the Secretary, shall prescribe and publish 
| all needful rules and regulations for the 
‘enforcement of this title in so far as it 
relates to the taxes on articles sold by 
the manufacturer, producer, or importer. 
The Secretary shall prescribe and publish 
all needful rules and regulations for the 
enforcement of this title in so far as it 
relates to the taxes which under the pro- 
| visions of section 601(b) are to be levied, 
assessed, collected, and paid in the same 
manner as duties imposed by the Tariff 
| Act of 1930. 
| Sec. 629. Effective Date 
| This title shall take effect on the fif- 
|teenth day after the date of the enact- 
ment of this Act, except that section 628, 
relating to rules and regulations, and this 
section, shall take effect on the date of 
the enaciment of this Act. No sale or 
importation after June 30, 1934 (or after 
| July 31, 1934, in the case of articles tax- 
able under section 606, relating to the tax 
'on automobiles, etc., or section 602, relat- 
|ing to the tax on tires and inner tubes, 
‘or after June 30, 1933, in the case of ar- 
ticles taxable under section 617, relating 
|to the tax on gasoline), shall be taxable 
under this title. 
| 


| Tithe V—Miscellaneous 
Taxes 
Part I—Tax on Telegraph, 
Telephone, Radio, and Cable 
Facilities 
Sec. 701. Imposition 


(a) On and after the fifteenth day after 
the date .of the enactment of this Act, 
| there shall be imposed— 

) (1) In the case of each telegraph, tele- 


| 
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phone, cable, or radi dispatch message, 
or conversation, whic originates on or 
after such date and before July 1,--1934, 


there shall be made and delivered by the | 
. : seller to the yee tdi or eee 
Sec. 721. Stamp Tax on Issues of such sale, to wi the stamp sha 
within the United States, a tax at the of Bonds, Etc. pom apr ae Tea Ber eam ccsmerrn 4 = 
ee ae (a) Subdivision 1 of Schedule A of Title | Sale or ag r 

(A) Telephone conversations for ie | WIIL of the Revenue Act of 1926 0 See ee te eae eee = — 
the “aL 10 gage on which the hacue amended by striking out i — ne | matter or thing to which it refers Any 

aes ; - | serting in lieu thereof “10 cents,” an . 
SEs OES Sas tes Se SS ee inserting at the end thereof a new sentence me oa to pay — rg tie Bayo 
for which the charge is $2 or more, 20 to read as follows: “The tax under this oe a — oes me —— 
cents; ; subdivision shall not apply -to any in- 8 be 

(B) telegraph dispatches and messages.) ment under the terms of which the who TE nar ane ae a 
5 per centum of the amount charged | chligee is required to make payment there- suance 0 y . : 7 - 
sherefor; and 'for in instalments and is not permitted |tificate or evidence of the sale of any 


(C) cadle and radio dispatches and | i. t of stock, share, interest or right, or bill or 
; : to make in any year a payment of more} 

ae Eo soapnenek eae olan shan | than 20 per centum of the cash amount) memorandum thereof, as herein required, 
u J | 


: \e| without having the proper stamps affixed 
be required, notwithstanding the lines or | ‘° on iy titied upon maturity. of the thereto, with intent to evade the fore- 
stations of one or more persons are used ‘Strument. s fect on £0iM& Provisions, shall be deemed guilty 
for the transmission of. such dispatch,| (b) Subsection (a) shal! eran coeaot_ (Of ® misdemeanor, and upon conviction 
message, or conversation; and | the 15th day after the date of the enact) thereof shall pay a fine of not exceeding | 

(2) a tax equivalent to 5 per centum of} ment of this Act. _ |$1,000, or be imprisoned not more than | 
the amount paid on or after the fifteenth} (c) Effective July 1, 1934, such subdivi-| six months, or both.” 
day after the date of the enactment of | sion 1, as amended by subsection (a) of (6) Bubsection <ta). shall ‘take edfect on | 
this Act to any telegraph or telephone | this section, is amended by striking out | the fifteenth day after the date of the 
company for any leased wire - talking | “10-cents” and inserting im lieu thereof| ..4ctment of this act. 
circuit special service furnished on or | “5 cents.” a ai 
after such, date and before July 1 10.| ” Sec. 72.” Stamp Tax oi Ishues of | lon Sas amended by sussection (a) of 
soe Bae, See ee ay Ae Y se Stock, Ete. this section, is amended by striking out “4| 
secre Exe ee ene (a) Subdivision 2 of Schedule A of Title| cents” wherever appearing in such subdi- 
Seer 3 > tapaiet tn taleprachs company VIII of the Revenue Act of 1926 iS) vision and inserting in lieu thereof “2 
Stadio broadcastiie station br net work | #mended to read as follows: |cents,” and by striking out the following: 
of its business as such. “. Capital stock (and similar interests),| “In case the selling price, if any, is $20 

(b) No tax shall be imposed under this | issue: On each original issue, whether on; or more per share the above rate shall be 
section upon any payment received for | organization or reorganization, of Shares | 5 cents instead of 4 cents: Provided fur- 
services or facilities furnished to the | or certificates of stock, or of profits, or of| ther, That— 
United States or to any State or Terri-|interest in property or accumulations, by! Sec. 724. Stamp Tax on Transfer of 
tory, or political subdivision thereof, or| amy corporation, or by any investment 5 Bonds, Etc. 
the District of Columbia, nor upon any | trust or ae: oe (or Py | (a) Schedule A of Title VIII of the Rev- 
payment received from any person for | person on behalf of such investment trust’ ue act of 1926 is amended by adding at | 
services or facilities utilized in the col-| or similar organization) holding or dea:-| (1. ang thereof a new subdivision to read 
lection of news for the public press or in| ing in any of the instruments mentioned | se -folioen* 
the dissemination of news through the| or described in this subdivision or subdivi- “ap B di ‘ : ‘ tis Oh 
public press, if the charge for such serv-| sion 1 (whether or not such investment ell eal onds, etc., sa e or res ers: - 
ices or facilities is billed in writing to such | trust or similar organization constitutes a | ® sa 2 ai ene tnite Bn ae , t ees 
person. The right to exemption under | corporation within the meaning of this | randa o Sales or deliveries of, or cecil ie 
‘this subsection shall be evidenced in such | Act), on each $100 of par or face value or| Of legal title to sny of the ins — ; 
manner as the Commissioner with the| fraction thereof of the certificates issued) mentioned or described in subdivis ee 
approval of the Secretary may by regula- | by such corporation or by such investment | and of a kind the issue of which is ors e 
tion prescribe. trust or similar organization (or of the;thereunder, whether made by any assign- 


3 Part 11I—Stamp Taxes 














Sec. 702. Returns and Payment of Tax | 


(a) The taxes imposed by section 701 | 
shall be paid by the person paying for, 


the services or facilities. } 


(b) Each person receiving any payments ; 
specified in section 701 shall collect the | 


impose _ | Case may be), unless the actual value is in | tion thereof, 4 cents: Provided, That it is 
amount of the tax im d by such sec excess of $100 per share, in which case the! 


tion from the person making such pay-| 
ments, and shall on or before the last day | 
of each month make a return, under oath, | 
for the preceding month, and pay the 
taxes so collected, to the collector of the | 
district in which his. principal place of} 
business is located, or if he has no prin-| 
cipal place of business in the United 
States, to the collector at Baltimore, 
Maryland. Such returns shall contain | 
such information and be made in such | 
manner as the Commissioner with the) 
approval of the Secretary may by regu-/ 
lation prescribe. The Commissioner may | 
extend the time for making returns and, 
paying the taxes coHected, under such 
rules and reguiations as he shall prescribe | 
with the approval of the Secretary, but, 
not such extension shall be for more than | 
90 days. | 


Part II—Admissions Tax 
Sec. 711. Admissions Tax 


(a) Paragraph (1) of section 500(a) of 
the Revenue Act of 1926, as amended, is, 
amended to read as follows: 


| 

“(1) A tax of 1 cent for each 10 cents | 
or fraction thereof of the amount paid for | 
admission to any place, including admis- | 
sion by season ticket or subscription, to be} 
paid by the person paying for such admis- | 
sion; except that in case the amount paid} 
for admission is less than 41 cents, no tax 
shall be imposed. In the case of persons | 
(except bona fide employees, muincipal) 
officers on official business, and children | 
under 12 years of age) admitted free or at 
reduced rates to any place at a time when 
and under circumstances under which an| 


igsi om 4 | in blank, or by any delivery, or by an 
admission charge is made to other persons, | : y y 
an equivazent tax shall be collected based| Paper or agreement or memorandum or 


on the price so charged to such other per-| other evidence of transfer or sale (whether 


he same or similar accommoda-| Mtitling the holder in any manner to the 
— 7 ae by the person so ad-| benefit of such share, certificate, interest, 
4 Amounts paid for admission by) ©! Tights, or not), on each $10@ of such 
season ticket or subscription shall be ex- | Corporation or other organization (or of 


mitted. 


empt only if the amount which would be 


charged to the holder or subscribed for) 


a single admission is less than 41 cents;” 

(b) Paragraph (2) of section 500(a) of 
the Revenue Act of 1926, as amended, is 
amended to read as follows: 

“(2) Upon tickets or cards of admission 
to theaters, operas, and other places of 
amusement, sold at news stands, hotels, 
and places other than the ticket offices of 
such theaters, operas, or other places of 
amusement, at a price in excess of the sum 
of the established price therefor at such 
ticket offices plus the amount of any tax 
imposed under paragraph (1), a tax 
equivazent to 10 per centum of the amount 
of such excess; such tax to be returned 
and paid, in the manner and subject to the 
interest provided in section 502, by the per- 
son selling such tickets;” 

(c) Section 500 of the Revenue Act of 
1926, as amended, is amended by adding 
at the end thereof the following subdivi- 
sion: . 

“(e) The exemption from tax provided 


| this section, is amended by striking out 


shares where no certificates were issued), 
10 cents: Provided, That where such 
shares or certificates are issued without 
par or face value, the tax shall be 10 cents 
per share (corporate share, or investment 
trust or other organization share, as the 


tax shall be 10 cents on each $100 of 


actua? value or fraction thereof of ‘such| 


certificates (or of the shares where no 
certificates were issued), or unless the 
actual value is less than $100 per share, 
in which case the tax shall be 2 cents on 
each $20 of actual value, or fraction} 
thereof, of such certificates (or of. the! 
shares where no certificates were issued). | 
“The stamps representing the tax im- 
posed by this subdivision shall be attached | 
to the stock books or corresponding records | 
of the organization and not to the cer-' 
tificates issued.” | 
(b) Subsection (a) shall take effect on 
the fifteenth day after the date of the en- | 
actment of this Act. 
(c) Effective July 1, 1934, such subdivi- 
sion 2, as amended by subsection (a) of | 





“10 cents” wherever appearing in such 
subdivision and inserting in lieu thereof 
“S cents,” and by striking out “2 cents” 
and inserting in lieu thereof “1 cent.” 
Sec. 723. Stamp Tax on Transfer of | 
Stocks, Ete. 

(a) Subdivision 3 of Schedule A of Title} 
VIIT of the Revenue Act of 1926 is 
amended to read as follows: 

“3. Capital stock (and similar interests), 
sales or transfers: On all sales, or agree- 
ments to sell, or memoranda of sales or 
deliveries of, or transfers of legal title to 
any of the shares or certificates mentioned 
or described in subdivision 2, or to rights 
to subscribe for or to receive such shares 
or ‘certificates, whether made upon or 
shown by the books of the corporation or 
cther organization, or by any assignment 


the shares where no certificates were is- 
sued), 4 cents, and where such shares or 
certificates are without par or face value, 
the tax shall be 4 cents on the transfer 
or sale or agreement to sell on each share 
(corporate share,.or investment trust or 
cther organization share, as the case may 
| be): Provided, That in case the selling 
| price, if any, is $20 or more pér share 
| the above rate shall be 5 cents instead of 
4 cents: Provided further, That it is not 
| intended by this title to impose a tax upon 
|&m agreement evidencing a deposit of cer- 
| tificates as collateral security for money 
loaned thereon, which certificates are not 
actually sold, nor upon the delivery or 
| transfer for such purpose of certificates 


| whom and upon whose order he has pur- 


ment in blank or by any delivery, or by 
any paper or agreement or memorandum 
jor. other evidence of transfer or sale 
| (whether entitling the holder in any man- 
}ner to the benefit of such instrument or 
; not), on each $100 of face value or frac- 





not intended by this title to impose a tax 
;upon an agreement evidencing a deposit 
of instruments as collateral security for 
money loaned thereon, which instruments | 


ere not actually sold, nor upon the delivery | 
{or transfer for such purpose of instru-| 


ments so deposited: Provided further, 
That the tax shall not be imposed on de- 
liveries or transfers of bonds in connec- 


tion with a reorganization ‘as defined in | 


section 112 of the Revenue Act of 1932) if 
any of the gain or loss from the exchange 
or distribution involved in the delivery or 
transfer is not recognized under the in- 
come tax law applicable to the year in 
which the delivery or transfer is made: 


Provided further, That the tax shall not| 


be imposed upon deliveries or transfers to 
a broker for sale, nor upon deliveries or 
transfers by a broker to a customer for 


chased same, but such deliveries or trans- 
fers shall be accompanied by a certificate 
setting forth the facts: Provided further, 
That the tax shall not be imposed upon 
deliveries or transfers from a fiduciary to 
a nominee of such fiduciary, or from one 
nominee of such fiduciary to another, if 
such instruments continue to be held by 





ment or writing given to secure a debt.” 
Sec. 726. Stamp Tax on Sales of Produce 
for Future Delivery 

(a) Subdivision 4 of Schedule A of Title 
VIII of the Revenue Act of 1926 is 
amended by striking out “1 cent” wher- 
ever appearing in such subdivision, and in- 
serting in lieu thereof “5 cents.” 

(b) Subsection (a) shall take effect on 
the fifteenth day after the date of the 
enactment of this Act. 

(c) Effective July 1, 1934, such sub- 
division 4, as amended by subsection (a) 
of this section, is amended by striking out 
“5 cents” wherever appearing in such sub- 
division and inserting in lieu thereof “1 
cent.” 


Part IV—Tax on Transporta- 


tion of Oil by Pipe Line 
Sec. 731. Tax on Transportation of Oil 
by Pipe Line 
(a) There is hereby imposed upon all 
transportation of crude petroleum and 
liquid products thereof by pipe line origi- 


}nating on or after the fifteenth day after 


the date of the enactment of this Act and 
before July 1, 1934— 

(1) A tax. equivalent to 4 per centum 
of the amount paid on or after the fif- 
teenth day after the date of the enact- 
ment of this Act for such transportation, 
to be paid by the person furnishing such 
transportation. 

(2) In case_no charge for transporta- 
tion is made, either by reason of owner- 
ship of the commodity transported or for 
any other reason, a tax equivalent to 4 
per centum of the fair charge for such 
transportation, to be paid by the person 
furnishing such transportation. 

(3) If (other than in the case of an 
arm’s length transaction) the payment 
for transportation is less than the fair 
charge therefor, a tax equivalent to 4 ‘per 
centum of such fair charge, to be paid by 
the person furnishing such transportation. 

(b) For the purposes of. this section, 
the fair charge for transportation shall 
be computed— 

(1) From actual bona fide rates or tar- 
iffs, or 

(2) If no such rates or tariffs exist, 
then on the basis of the actual bona fide 
rate or tariffs of other pipe lines for like 
services, as determined by the Commis- 
sioner, or 

(3) If no such rates or tariffs exist, 
then on the basis of a reasonable charge 
for such transportation, as determined by 
the Commissioner. 

(c) Every person liable for the tax im- 
posed under subsection (a) shall make 
monthly returns under oath in duplicate 
and pay such taxes to the collector for 
the district in which is located his prin- 
cipal place of business or, if he has no 
principal place of business in the United 
States, then to the collector at Baltimore, 
Maryland. Such returns shall contain such 
information and be made at such times 
and in such manner as the Commissioner, 
with the approval of the Secretary, may 
by regulations prescribe. 


Part V—Tax on Leases of Safe 


Deposit Boxes 


Sec. 741. Tax on Leases of Safe Deposit 
Boxes r 

(a) There is hereby imposed a tax 

equivalent to 10 per centum of the amount 

collected on or after the fifteenth day 

after the date of the enactment of this 

| Act for the use after such date of any 





such nominee for the same purpose for 
which they would be held if retained by 


| such fiduciary, or from the nominee to 


such fiduciary, but such deliveries or trans- 


setting forth the facts: Provided further, 
That where the change of ownership is 


| by transfer of the instrument the stamp 
| Shall be placed upon the instrument; and 


ti: cases of an agreement to sell or where 
the transfer is by delivery of the instru- 
ment assigned in blank there shall be 
made and delivered by the seller to the 
buyer a bill or memorandum of such sale, 
to which the stamp shall be affixed; and 
every bill or memorandum of sale or agree- 
ment to sell before mentioned shall show 
the date thereof, the name of the seller, 
the amount of the sale, and the matter 
or thing to which it refers. Any person 
liable to pay the tax as herein provided, 
ur anyone who acts in the matter as agent 
or broker for such person, who makes any 


safe deposit box, such tax to be paid by 
| the person paying for the use of the safe 
deposit box. 

(b) For the purpose of this section any 
vault, safe, box, or other’ receptacle, of 


fers shall be accompanied by a certificate’| not more than 40 cubic feet capacity, used 


for the safekeeping or storage of jewelry, 
plate, money, specie, bullion, stocks, bonds, 
securities, valuable papers of any kind, or 
other valuable personal property, shall be 
regarded as a safe deposit box. 

(c) Every person making- any collec- 
tions specified in subsection (a) shall col- 
lect the amount of tax imposed by such 
subsection from the person paying for the 
use of the safe deposit box, and shall on 
or before the last day of each month 
make a return, under oath, for the pre- 
ceding month, and pay the tax imposed 
by subsection (a), to the collector for 
the district in which is located his prin- 
cipal place of business, or, if he has no 
principal place of business in the United 
States, then to the collector at Baltimore, 


such sale, or who in pursuance of any such| Maryland. Such returns shall contain 

sale delivers any certificate or evidence | Such information and be made in such 

oi the sale of any such instrument, or bill; Manner as the Commissioner, with the 

cr memorandum thereof, as herein re-| approval of the Secretary, may by regula- 

quired, without having the proper stamps | tions prescribe. 

affixed thereto, with intent to evade the 

foregoing provisions, shall be deemed) Part VI—Tax on Checks, Ete. 

guilty of a misdemeanor, and upon con- Sec. 751. Tax on Checks, Etc. 
There is hereby imposed a tax of 


viction thereof shall pay a fine of not ex- (a) 
ding $1,000, iso! ot more 

faa a = Rn a ee |2 cents upon each of the following instru- 
(b) Subsection (a) shall take-effect on | ments, presented for payment on or after 





so deposited nor upon the return of stock 
loaned: Provided further, That the tax 
shall not be imposed upon deliveries or 
| transfers to a broker for sale, nor upon 
| Geliveries or transfers by a broker to a 
| Customer for whom and upon whose order 
| he has purchased same, but such deliveries 
or transfers shall be accompanied by a 





|the 15th day after the - 
the fifteenth day after the date of the| the Mint Gay, Attar the date of ss 
enactment of this act. _. |1934: Checks, drafts, or orders for the 
(c) Subdivision 9 of Schedule A of Title | payment of money, drawn upon any bank, 
VIII of the Revenue Act of 1926, added | banker, or trust company; such tax to be 
vo such schedule by subsection (a) of this| paid by the maker or drawer. 
section, is repealed effective July 1, 1934. (b) Every person paying any of the 
Sec. 725. Stamp Tax on Conveyancés. ‘instruments mentioned in subsection (a) 
Schedule A of Title VIII of the Revenue} as drawee of such instrument shall collect 


by subdivision (b) (1) 


(A) shall not be! Certificate setting: forth the facts: Pro=j Act of 1926 is amended by adding at the 


the amount of the tax imposed under 


allowed in the case of admissions to wres-| Vided further, That the tax shall not be|end thereof a new subdivision to read aS} such subsection by charging such amount 


tling matches, prize fights, or boxing, spar- | imposed upon deliveries or transfers from | follows: 
ring, or other pugilistic matches or ex-|@ fiduciary to a nominee of such fiduciary, 


hibitions. The exemption from tax pro- 


vided by subdivision (b) (1) shall not be} 


allowed in the case of admissions to any 
athletic game or exhibition the proceeds 
of which inure wholly or partly to the 
benefit of any cotlege or university (in- 


tinue to be held by such nominee for the| Revenue Act of 1932 and before July 1 


the nominee to such fiduciary, but such | ments, 


against any deposits to the credit of the 





“8. Conveyances: Deed, instrument, or| maker or drawer of such instrument, and 
or from one nominee of such fiduciary to | writing, delivered on or after the 15th day) shall on or before the last day of each 
another, if such shares or certificates con- | after the date of the enactment of the|month make a return, under oath, for 


»| the preceding month, and pay such taxes 


|Same purpose for which they would be/| 1934 (unless deposited in escrow before|to the collector of the district in which 
held if retained by such fiduciary, or from} April 1, 1932), whereby any lands, tene-|his principal place of business is located, 
or other realty sold shall be|or if he has no principal place of business 


cluding any academy of the military or| deliveries or transfers shall be accom- 


naval forces of the United States.” 


granted, assigned, transferred, or other-|in the United States, to the collector at 


panied by a certificate setting forth the| wise conveyed to, or vested in, the pur-/} Baltimore, Maryland. Such returns shall 


(d) Subsections (a) and-(c) shall take! facts: Provided further, That in case of | chaser or purchasers, or any other person| contain such information. and be made 


effect on the fifteenth day after the date of | 


the enactment of this Act. 


(e) Effective July 1, 1934, section 500(a) 
(1) of the Revenue Act of 1926, as amended 


by subsection (a) of 


cents” wherever appearing in such para- 


this section, is} 
amended by striking out “less than 41 


sale where the evidence of transfer is|or persons, by his, her, or their direction, | in such manner as the Commissioner, with 
shown only by the books of the corpora-| when the consideration or value of the| the approval of the Secretary, may by 
tion or other organization the stamp shall | interest or property conveyed, exclusive of| regulations prescribe. Every person re- 
be placed upon such books; and where the | the value of any lien or encumbrance re-/ quired to collect any tax under this sec- 
| change of ownership is by transfer of the | maining thereon at the time of sale, ex- tion is hereby indemnified against the 
certificate the stamp shall be placed upon | ceeds’ $100 and does not exceed $500, 50|claims and demands of any person for 


| the certificate; and in cases of an agree-|cents; and for each. additional $500 o 








graph, and inserting in lieu thereof “$3 or|ment to sell or where the transfer is by | fractional part- thereof, 50 cents. Thi 
‘ less.” : ae ee ”" | delivery of the éertificate-assigned’in blank | subdivision ‘shall not apply to any- instru 


r\the amount of any payments made in 
s|aceordance with the provisions of this 
+' section, + wie aa ton 339 0 
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Part VII—Tax on Boats 
Sec. 761. Tax on Use of Boats 


July 1, 1933, and also at the time of the 
original purchase of a new yacht or other 
boat by a user, if on any other date than 


July 1 and before July 1, 1934, there is of 1926 is amended to read as follows: 


hereby imposed upon the use of yachts, 
pleasure boats, power boats, sailing boats, 
and motor boats with fixed or outboard 


engines, not used exclusively for trade, | legacy, or succession taxes actually paid) 


fishing, or national defense, a tax at the 
following rates: - 


(1) Length over 28 feet and not over | included in the gross estate (not including 


50 feet, $10. 
(2) Length over 50 feet and not over 
100 feet, $40. 


(3) Length over 100 feet and not over | division shall not exceed 


150 feet, $100. 

(4) Length over 150 feet and not over 
200 feet, $150. 

(5) Length-over 200 feet, $200. 

(b) In the case of. any of the fore- 
going if foreign built and not owned on| 
Jan. 1, 1926, by a citizen of the United 
States or by a domestic partnership or, 
corporation, the tax under this section | 
shall be twice the amount of the tax pro- 
vided in subsection. (a). 

(c) In determining the length of any | 
of the foregoing, the measurement of over- | 
all length shall govern. r, 

(d) In the case of a tax imposed at 
the time of the original purchase of a} 
new yacht or boat. on any other date 
than July 1, the amount to be paid shall 
be the same number of twelfths of the 
amount of the tax as the number of cal- 
endar months (including the month of 
sale) remaining prior to the following | 
July 1. 

(e) This section shall not apply to any 
yacht or other boat which is used without 
profit by any benevolent, charitable, or 
religious organization, exclusively for) 
furnishing aid, comfort, or relief to sea- 
men. 

(f) The taxes imposed by this section 
shall be collected and paid in such manner 
as the Commissioner, with the approval 
of the Secretary, shall by regulations pre- | 
scribe. 

(g) All provisions of law (including 
penalties) applicable in respect of the) 
taxes imposed by section 702 of the Reve- | 
nue Act of 1926 shall, in so far. as ap- | 
plicable and not inconsistent with this | 
Act, be applicable in respect of the taxes 
imposed -by this section. 


Part VIti—Administrative 


Provisions 
See. Vil. Payment ef Taxes 

The taxes imposed by Parts I, IV, V, 
and VI of this title shall, without assess- 
ment by the Commissioner or notice from 
the collector, be due and payable to the 
collector at the time fixed for filing the 
return. If the tax is not paid when due, | 
there shall be added as part of the_tax 
interest at the rate of 1 per centum a 
month from the time the tax became due 
until paid. 

Sec. 772. Refunds and Credits 

(a) Credit or refund of any overpay- 
ment of tax imposed by Part I. V, or VI 
of this title may be allowed to the person 
who collected the tax and pdid it to the 
United States if such person establishes, ' 
to the satisfaction of the Commissioner, | 
under such regulations as the Commis- 
sioner with the approval of the Secretary | 
may prescribe, that he has repaid the 
amount of such tax to the person from 
whom he collected it, or obtained the 
consent of such person to the allowance 
of such credit or. refund. 

(b) Any person entitled to refund of 
tax under Part I, IV, V, or VI of this 
title paid, or collected and paid, to the 
United States by him may take credit 
therefor against taxes due upon any | 
monthly return. | 

(c) Any person making a refund of} 
any payment on which tax under Part I 
or V has been collected, may repay there- 
with the amount of tax collected on such 
payment, and the amount of tax so repaid 
may be credited against the tax under 
any subsequent return. 

Sec. 773. Regulations 

The Commissioner; with the approval of 

the Secretary, shall prescribe and publish 





all needful rules and regulations for the | 

























enforcement of Parts I, IV, V, and VI 
of this title. 


Sec. 774. Applicability of Administrative 
Provisions 


All provisions of law (including penal- 
ties) applicable in respect of the taxes 
im’ by section 500 of the Revenue 
Act of 1926, shall, in so far as applicable 
and not inconsistent with this Act, be 
applicable in respect of the taxes imposed 
by Parts I, IV, V, and VI of this title, 


Title VI—Estate Tax 


Amendments 
Sec. 801. Credit of Gift Tax on Estate Tax 


Section 301 of the Revenue Act of 1926 
is amended by inserting after subdivision 
(a) a new subdivision to read as follows: 

“(b) (1) If a tax has been paid under 
Title III of the Revenue Act of 1932 on a 
gift, and thereafter upon the death of 
the donor any amount in respect of such 
gift is required to be included in the value 
of the gross estate of the decedent for the 
purposes of this title, then there shall be 
credited against the tax imposed by sub- 
division (a) of this section the amount of 
the tax paid under such Title III with re- 
spect to so much of the property which 
constituted the gift as is included in the 
gross estate, except that the amount of 
such credit shall not exceed an amount 
which bears the same ratio to the tax 
imposed by subdivision (a) of this section 
as the value (at the time of the gift or 
at the time of the death, whichever is 
lewer) of so much of the property which 
constituted the gift as is included in the 
gross estate, bears to the value of the en- 


. tire gross estate. 


“(2) For the purposes of paragraph (1), 
the amount of tax paid for any year 
under Title III of the Revenue Act of 
1932 with respect to any property shall 
be an amount which bears the same ratio 
to the total tax paid for such year as the 


val: of such 
am. int) of net gifts (computed. without | thereof a new sentence to read as t relin-| ef computing the deduction.” 


tion: ific exemption) for | “For ° title, a relin- 
(a) On and after July 1, 1932, and on | Seduction. of the specie ee eee a 


} final. 


| enacted. 











property bears to the total| 1926 is amended by adding at the endjof such items shall be used for the pur- 


Sec. 807. Deduction of Bequests, Ete., 
;quishment or promised relinquishment of te Charity 
dower, curtesy, or of a statutory estate} Sections 303 (a) (3) and 303 (b) (3) of 
created in lieu of dower or curtesy, or ofthe Revenue Act of 1926 are amended by 
other marital rights in the decedent’s| inserting after the first sentence of each . 
“(c) The tax imposed by subdivision | property or estate, shal: not be considered! a new sentence to read as follows: 
(a) of this section shall be cr-dited with | to any extent a consideration ‘in ed “If the tax imposed by section 301, or 
the amount of any estate, inheritance, /Or money's worth. | any estate, ——-. oe: or ts 
Ded |tance taxes, are, either by the terms o 
Semctae es |the will, by the law of jurisdiction under 
Section 303 (a) (1) of the Revenue Act! Which the estate is administered, or by 
of ae as amended, is amended to read | the law of the jurisdiction imposing the 
eed ge particular tax, payable in whole or in 
wD) ee Pensin dogo |part out of the bequests, legacies, or de- 
= a crakeiaiearien an | vices otherwise deductible under this para- 
= = ——_ cates tho aban ;graph, then the ones deductible under 
he tax imposed by subdivision (a) a4 ’ . ,| this paragraph shall be the amount of 
“snae ‘sateating freak po tax the credits|. “(D) for unpaid mortgages upon, or any| such bequests, legacies, or devises reduced 
; * and shalj| @debtedness in respect to, property where|}. the amount of such taxes.” 
provided by subdivision (b)”, the value of decedent’s interest therein,|°* 
include only eee as a, undiminished by such chee ea indebt.| Sec. 808. Extension of Time for Payment 
id and cre erefor clai — 
om years ote oe <a a ee cia nee ee ae ae ef 1908 te aanetnd te “ae hee 
required by section , excep’ a be , ‘ | OF as 
ti) If @ petition for redetermination of! “(E) reasonably required and gota | orca an ep apeye 
a deficiency. has been filed with the Board expended for the support during the set- part of the amount determined by the 
of Tax Appeals within the time prescribed  tlement of the estate of those dependent | (yoo tor as the tax would impose undue 
in section 308, then within such four-year | upon the decedent, wiedic. | hardship upon the estate, the Commis- 
period or before the expiration of 60 days) aS are allowed by the laws of the jurisdic- | (7° may extend the time for payment - 
after ‘the decision of the Board becomes tion, whether within or without the United | of any such part not to exceéd eight years 
ti | Caen: mates oy yo — te being | from the due date. “In such Chae the 
“(2) If, under subdivision (b) of section ly ncluding any in- ‘ . i t 
305 or subdivision (i) of section 308, an| Come taxes upon income received after the | Seranted shell be paid on ee aie 
extension of time has been granted for| death of the decedent, or property taxes | date of the expiration of the period of 
payment of the tax shown on the return, | not accrued before his death, or any “s~|the extension, and the running of the 
or of a deficiency, then within such four-| tate, succession, legacy, or inheritance | dtetube’ of Vuitations tie aieedaonent aaa 
year period or before the date of the ex- on The Sasertien bevels Oewed 0 | i ites. ad provided in sections 310 (a) 
piration of the period of the extension. | the case of claims against the estate, un- | and 311 (b), shall be suspended for the 
Refund based on credit may (despite the! Paid mortgages, or any indebtedness shall,| seriod of any such extension. If an ex- 
provisions of section ao be —m — pec ee i. vee that ‘they tension is granted, the Commissioner may 
therefor is filed wi the period above Y require the executor to furnish a bond in 
provided. .Any such refund shall be made | Were contracted bona fide and for an ade- r 
without interest, except that where the quate and full consideration in money or eee Pea, SS 
overpayment was made prior to the enact- money’s worth. There shall also be de- | i, granted, and with such sureties as the 
ment of the Revenue Act of 193% then ducted losses incurred during the settle- | fiitiedioner Weems 1 ecessary, ‘condi- 
interest shall be alowed and paid on the Shiny oe feisor other ‘casualties os trax: | tioned upon the payment of the amount 
amount refunded at the rate 0} | . s | ; ; 
centum per annum from the date of the} theft, when such losses are not com pen-| Panter in Ss one ae s 
overpayment to the date of such enact- aor Proc by insurance or otherwise, and | the extension.” 
ment.” a ean caiagias’ ae scatepy soba — — pr oD ayy (b) Section 308 (i) of the Revenue Act 
304 of the Revenue Act of 1926 was filed deduction for income tax purposes in an | °f,,1926 is amended to read as follows: 


| income ta ” | “(i) Where it is shown to the satis- 
more than three years before the enact 3 rote | faction of the Commissioner that the pay- 


ment of this act (except in cases where a See. 806. Prior Taxed Property |ment of a deficiency upon the date pre- 


petition for redetermination of a deficiency| - , F 
Pas been filed with the Board of Tax Ap-!| ,..,sccuiom 303 (a) (2) of the Revenue scribed for the payment thereof will re 


Act of 1926 is amended to read fol: :|Sult in undue hardship to the estate, the 
peals within the time prescribed in | “(2) An amount equal to ae emer |Commissioner, with the approval of the 
308) the credit for estate, inhe NCE, any property (A) forming a part of ‘ce Secretary (except where the deficiency is 
legacy, or succession taxes shall Rye ee | gross estate situated in the Waite a Mtaten due to negligence, to intentional disregard 
mined as if this section had no a or any person whe died within five years | °f rules and regulations, or to fraud with 

|prior to the death of the decedent, or | ™tent to evade tax), may grant an exten-. 
Sec. 803. Future Interests | (B) transferred to the decedent by "gift | Sion for the payment of such deficiency 
(a) Section 302 (c) of the Revenue Act/| within five years prior to his death, where |°% ®"Y Part thereof for a period not in 
of 1926, as amended by the joint resolu-| such property can be identified as having | ©*C€SS Of four years. If an extension is 
tion of March 3, 1931, is amended to read| been received by the decedent from the | &t@™ted. the Commissioner may require 
as follows: donor by gift, or from such prior decedent | *®€ executor to furnish a bond in such 
“(c) To the extent of any interest) by gift, bequest, devise, or inheritance, or | amount not exceeding double the amount 


therein .of which the.decedent has at any! which can be identified as having been | f the deficiency, and with such sureties 


Sec. 802. 80 Per Centum Credit 
(a) Section 301 (b) of the Revenue Act 





to any State or Territory or the District} 
of Columbia, in respect of any property | 


any such taxes paid with respect to the 
estate of a person other than the de-| 
cedent). The credit allowed by this sub-| 
per centum 





time made .a transfer, by trust or other- acquired in exchange for property so re-|*S the Commissioner .deems necessary, 


wise, -in contemplation of or intended to}ceived. This deduction shall be allow 

take effect in possession or enjoyment mie where a gift tax imposed under the 
or after his death, or of which he has/ Revenue Act of 1932, or an estate tax 
at any time: made a transfer, by trust or) imposed under this or any prior Act of | 
otherwise, under which he has retained @ongress, was finally determined and paid 
for his life or for any period not ascer-/by or on behalf of such donor, or the 
tainable without referencé to his death or) estate of such prior decedent, as the case 


for any period which does not in fact end) 


| before his death (1) the possession or en-| 


joyment of, or the right to the income) 
from, the property, or (2) the right, either | 
alane or in conjunction with any person, 
to designate the persons who shall possess 
or enjoy the property or the income there- 
from; except in case of a bona fide sate} 
for an adequate and full consideration in 
money or money’s worth. Any transfer of 
a material part of his property in the na- 
ture of a final disposition or distribution | 
thereof, made by the decedent within two 
years prior to his death without such con- 
sideration, shall, unless shown to the con- 
trary, be deemed to have been made in} 
contemplation of death within the mean- 
ing of this title.” 

(b) Section 302 (f) of the Revenue Act 
of 1926 is amended to read as follows: 

“(f)_To the extent of any property pass- 
ing under a general power of appointment 
exercised by the decedent (1) by will, or 
(2) by deed executed in contemplation of 
or intended to take effect in possession or 
enjoyment at or after his death, or (3) by; 
deed under which he has retained for his 
life or any period not ascertainable with- 
out reference to his death or for any pe- 
riod which does not in fact end before his 
death (A) the possession or enjoyment of, 
or the right to the income from, the prop- 
erty, or (B) the right, either atone or in 
conjunction with any person, to designate 
the persons who shall possess or enjoy 
the property or the income therefrom; 
except in case of a bona fide sale for an 
adequate and full consideration in money 
or money’s worth; and” 


may be, and only in the amount finally 
determined as the value of such property 
in determining the value of the gift, or 
the gross estate of such prior decedent, 
and only to the extent that the value of 


| such property is included in the decedent’s 


gross estate. Where a deduction was al- 
lowed of any mortgage or other lien in 
determining the gift tax, or the estate 
tax of the prior decedent, which was paid 
in whole or in part prior to the decedent’s 
death, then the deduction allowable under 
this paragraph shall be reduced by the 
amount so paid. The deduction allowable 
under this paragraph shall be reduced by 


}am amount which bears the same ratio 


to the amounts allowed as deductions un- 
der paragraphs (1), (3), and (4) of this 
subdivision as the amount otherwise de- 
ductible under this paragraph bears to the 
value of the decedent’s gross estate. Where 
the property referred to in this paragraph 
consists of two or more items the aggre- 
gate value of such items shall be used 
for the purpose of computing the de- 
duction.” 

(b) Section 303 (b) (2) of the Revenue 
Act of 1926 is amended to read as follows: 

“(2) An amount equal to the value of 
any property (A) forming a part of the 
gross estate situated in the United States 


prior to the death of the decedent, or (B) 
transferred to the decedent by gift within 
five years prior to his death, where such 
property can be identified as having been 


gift, bequest, devise, or inheritance, or 


of any person who died within five years 


received by the decedent from the donor 
by gift, or from such prior decedent by 


(c) The first sentence of section 315 (b)| which can be identified as having been 
of the Revenue Act of 1926 is amended) acquired in exchange for property so re- 
to read as follows: ceived. This deduction shall be allowed 

(b) If (1) except in the case of a bona|only where a gift tax imposed under the 
fide sale for an adequate and full consid-| Revenue Act of 1932, or an estate tax 
eration in money or money’s worth, the|imposed under this or any prior Act of 
decedent makes a transfer, by trust or)| Congress, was finally determined and paid 
otherwise, of any property in contempla-|by or on behalf of such donor, or the 
tion of or in to take effect in pos-| estate of such prior decedent, as the case 
session or enjoyment at or after his death,| may be, and only in the amount finally 
or makes a transfer, by trust. or otherwise,| determined as the value of such property 
under which he has retained for his life|in determining the value of the gift, or 
or for any period not ascertainable with-|the gross estate of such prior decedent, 
out reference to his death or for’ any|and only to the extent that the value of 
period which does not in fact end before| such property is included in that part of 
his death (A) the possession or enjoyment| the decedent’s gross estate which at the 
of, or the right te the income from, the| time of his death is situated in the United 
property, or (B) the right, either alone or| States. Where a deduction was allowed 
in conjunction with any person, to desig-|of any mortgage or other lien in determin- 
nate the persons who shall possess or en-|ing the gift tax, or the estate tax of 
joy the property or the income therefrom,|the prior decedent, which was paid in 
or 2) if insurance passes under a con-| whole or in part prior to the decedent’s 
tract executed by the decedent in favor of| death, then the deduction allowable under 
a specific beneficiary, and if in either case|this paragraph shall be reduced by the 
the tax in respect thereto is not paid when| amount so paid. The deduction allowable 
due, then the transferee, trustee, or ben-| under this paragraph shall be reduced by 
eficiary shall be personatly liable for such] an amount which bears the same ratio to 
tax, and such property, to the extent of| the amounts allowed as deductions under 
the decedent’s interest therein at the time| paragraphs (1) and (3) of this subdivision 
of such transfer, or to the extent of such|as the amount otherwise deductible under 
beneficiary’s interest under such contract| this paragraph bears to the value of that 
of insurance, shall be subject to a like) part of the decedent’s gross estate which 
lien equal to-the amount of such tax.” at the time of his death is situated in 
Sec. 804. Relinquishment of Dower, Etc.,|the United States. Where the property 





conditioned upon the payment of the 
deficiency in accordance with the terms 
of the extension. In such case the running 
of the statute of limitations for assess- 
ment and collection, as provided in sec- 
tions 310 (a) and 311 (b), shall be sus- 


| pended for the period of any such exten- 
|sion, and there shall be collected, as a 


part of the tax, interest on the part of 
the deficiency the time for payment of 
which is so extended, at the rate of 6 
per centum per annum for the period of 
the extension, and no other interest shall- 
be collected on such part of the deficiency 
for such period. If the part of the defi- 
ciency the time for payment of which- 
is so extended is not paid in accordance 
with the terms of the extension, there 
shall be collected, as a part of the tax, 
interest on such unpaid amount at the 
rate of 1 per centum a month for the 
period from the time fixed by the terms 
of the extension for its payment until it 
is paid, and no other interest shall be col- 
lected on such unpaid amount for such 
period.” 
Sec. 809. Liem for Taxes 

(a) Section 315 (a) of the Revenue 
Act of 1926, as amended, is amended by 
adding at the end thereof a new sentence 
to read as follows: 

“If the Commissioner is satisfied that 
the tax liability of an estate has been 
fully discharged or provided for, he may, 
under regulations prescribed by him with 
the approval of the Secretary, issue his 
certificate, releasing any or all property 
of such estate from the lien herein im- 
posed.” 


(b) Section 613 (b) of the Revenue 
Act of 1928 (relating to liens for estate- 
taxes) is repealed. 

Sec. 810. Refunds 

(a) Section 319 (b) of the Revenue 
Act of 1926 is amended to read as follows: 

“(b) All claims for the refunding of 
the tax imposed by this title alleged to 
have been erroneously or illegally assessed 
or collected must be presented to the Com- 
missioner within three years next after 
the payment of such tax. The amount of 
the refund shall not exceed the portion 
of the tax paid during the three years 
immediately preceding the filing of the 
claim, or if no claim was filed, then dur- 
ing, the three years immediately preced- 
ing’ the allowance of the refund.” 

(b) The last sentence of section 319 
(cof the Revenue Act of 1926 is amended 
to read as follows: f 

“No such refund shall be made of any 
portion of the tax paid more than four 
years (or, in the case of a tax imposed 
by this title, more than taree years) be- 
fore the filing of the claim or the filing 
of the petition, whichever is earlier.” 

(c) Title III of the Revenue Act of 
1924 is amended by inserting after section 
318 a new section to read as follows: 

“Sec. 31814. The amount of any refund 
of the tax imposed by Part I of this title 
shall not exceed the portion of the tax 
paid during the four years immédiately 
preceding the filing of the claim, or if 
no claim was filed, then during the four 
years immediately preceding the allow- 
ance of the refund.” 

(d) Section 319 (b) of the Revenue 
Act of 1926, as amended by this Act, and 





as Consideration referred to in this paragraph consists 
Section 303 (d) of the Revenue. Act of! of two or more items. the aggregate value 


section 3(844 of the Revenue Act of 1924, 
as adde¢ by this Act, shall not bar from 
alloWyr.ce # claim for refund filed prie 


revenue tax imposed such return, affidavit, claim, or docu- 
act or any prior revenue act, the| ment). 


| and until July 1, 1934, the rate of postage! of any internal 
on all mail matter of the first class (ex-/| this x 
| cept postal cards amd private mailing or} date on which he first signed such sched-| “For offenses arising under section 37 
post cards, and except other first class ule (if after May 28, 1928) shall be con-|of the Criminal Code, where the object 
matter on which the rate of postage un-} sidered as the date of allowance. of re-|of the conspiracy is to attempt in any 
(a) Section 305 of the Revenue Act: of| der existing law is 1 cent for each ounce fund or credit in respect of such: tax. manner to evade or defeat any tax or the 
1926 is amended by adding at the end| or fraction thereof) shall be 1 cent for! Sec. 1105. Jeopardy Assessment payment thereof, the period of limitation 
thereof a new subdivision to read as| ach ounce or fraction thereof in addi-| . shall also be six years. The time during 
follows: (a) If the Commissioner finds that a| which the person committing any of the 


to ‘the enactment of this Act which but 

for such enactment would have been 

allowable. 

Sec. 811. Future Interesis—Extension of 
Time for Payment of Tax 2 


“(e) Where there is included in the 
value of the gross estate the value of a 
reversionary or remainder interest in 
proverty, the payment of the part of the 
tax imposed by this title attributable to 
such interest may, at the election of the 
executor, be 
after the termination of the precedent in- 
terest or interests in the property, and 
the amount the payment of which is so 


postponed until six months) 


i to the rate proyided by existing law. 

(b) On and after July 1, 1932, and until 
| July 1, 1934, on the advertising portion of 
}any publication entered as second-class 
matter subject to the zone rates of post- 
age under existing law, 


for fourth-class matter shall be as follows: 


For the first and second zones, 2 cents. 
For the third zone, 3 cents. 


the rates per} 
pound or fraction thereof for delivery } 
within the eight postal zones established | 


tax) under any provision of the internal- 
; revenue laws designs quickly to depart 


property therefrom, or to conceal him- 
self or his property therein, or to do any 
other act tending to prejudice or to render 
| wholly or partly ineffectual proceedings 
to collect such tax unless such proceed- 
ings be brought without delay, the Com- 
missioner shall cause notice of such find- 


person liable for tax (other than income 


| from the United States or to remove his 


offenses above mentioned is absent from 
the district wherein the same is com- 
mitted shall not be taken as any part of 
the time limited by law for the commence- 
ment of such proceedings. Where a com- 
plaint is instituted before a commissioner 
of the United States within the period 
above limited, the time shall be extended 
until the discharge of the grand jury at 
its next session within the district.” , 


(b) The amendment made by subsec- 


postponed shall then be payable, together 
with mterest thereon at the rate of 4) 
per centum per annum from eighteen | 
months after the date of the decedent’s 
death until such amount is paid. The 
postponement of payment of such amount 
shall be under such regulations. as the 


For the fourth zone, 5 cents. 

For the fifth zone, 6 cents. 

For the sixth zone, 7 cents. 

For the seventh zone, 9 cents. 

For the eighth zone, and between the 
Philippine Islands and any portion of the! 


ing to be given such person, together) tion (a) of this section shall apply to of- 
with a demand for an immediate return|fenses whenever committed;. except that 
and immediate payment of such tax, and/ it shall not apply to offenses the prosecu- 
such tax shall thereupon become immedi-| tion of which was barred before the date 
ately due and payable. of the enactment of this Act. 


(b) If such person (1) is not in default; Sec. 1109. Special Disbursing Agents 


Commissioner with the approval of the 
Secretary may prescribe, and shall be upon 
condition that the executor, or any other 
person liable for the tax, shall furnish a 
bond in such an amount, and with such 
sureties, as the ‘Commissioner deems 
necessary, conditioned upon the payment 
within six months after the ‘termination 
of such precedent interest or interests of 
the amount the payment of which is so 
postponed, together with interest thereon, 
as above provided. Such part of any es- 
tate, inheritance, legacy, or succession 
taxes allowable as a credit against the 
tax imposed by this title as is attributable 


te such reversionary or remainder inter-| 


est may be allowed as a credit against the 
tax attributable to such interest, subject 


| Columbia.and the several Territories and 
| possessions, 10 cents. 

(c) Only 85 per centum of -the gross 
| postal receipts during the period the in- 
creased rate of postage provided in sub- 
section (a) remains in force shall be 
counted for the purpose of determining 
the class of the post office or the com- 
| pensation or allowances of postmasters or 
of postal employees of post offices of the 
first, second, and third classes. For the 
purpose of determining the commissions 
(as distinguished from the compensation 
and the allowances based thereon) of 
pestmasters of the fourth class, only 85 
| per centum of the applicable cancellations, 
| collections, and receipts during such pe- 
| Tiod shall be counted. 





| United States, including the District of | 


to the percentage see pert ens = 
section 301 (c), if suc! paid, and. . sc +s . 
credit therefor claimed, at any time prior | Title IX Administrative 
to the expiration of 60 days after the and General Provisions 


termination of the precedent interest. or | 


interests in the property.” 

~ (>) The amendment to section 305 of 
the Revenue Act of 1926 made by sub- 
section (a) of this section, shall not apply, 
in the case of estates of decedents dying 


prior to the date of the enactment of this) 
act, to that part of any payment of Fed-| 


eral estate taxes made prior to such date 
which is attributable to a reversionary or 
remainder interest in property. 


Tithe VII—Tax on Transfers 


to Avoid Income Tax 


Sec. 901. Imposition of Tax 

There shall be imposed upon the trans- 
fer of stock or securities by a citizen or 
resident of the United States, or by a do- 
mestie corporation or partnership, or~ by 
a trust which is ndt a foreign trust, to a 
foreign corporation as paid-in surplus or 
as a contribution to capital, or to a for- 
eign trust, or to a foreign partnership, 
an excise tax equal to 25 per centum of 


the excess of (1) the value of the stock | 


or securities so transferred over (2) its 
adjusted basis in the hands of the trans- 


feror as determined under section 113 of | 


this act. 
Sec. 902. Nontaxable Transfers 

The tax imposed by section 901 shall 
not apply— 

(a) if the transferee is an organization 
exempt from income tax under section 
103 of this act; or 

(>) if prior to the transfer it has been 
established to the satisfaction of the Com- 
missioner that such transfer is not in pur- 
suance of a plan having as one of its 
principal purposes the avoidance of Fed- 
eral income taxes. 


Sec. 903. Definition of “Foreign Trust.” | Commissioner of Internal Revenue, ac-| 


A trust shall be considered a foreign 


| Sec. 1101.--Review of Decisions of Board 
} ef Tax Appeals 

| (a) Section 1001 (a) of the Revenue Act 
of 1926 (relating to time for filing peti- 
tion for review of decisions of the Board 
of Tax Appeals) is amended by striking 
out “within six month after the decision 
is rendered” and inserting in lieu thereof 
“within three months after the decision 
iis rendered.” 3 

(b) The amendment made by subsec- 
tion (a) of this section shall not apply in 
respect of decisions of the Board of Tax 
Appeals rendered on or before the date of 
: the enactment of this act. 

Sec. 1102. Board of Tax Appeals—Fees. 
Section 1004 (b) of the Revenue Act of 
1926 is amended to read as follows: 

“(b) The Board is authorized to fix a 


| to be charged and collected therefor by 
the clerks of the district courts, for com- 
paring, or for preparing and comparing, 
a transcript of the record, or for copying 


| comparison and certification thereof.” 


Sec. 1103. Limitations on Suits by 
Taxpayers 

(a) Section 3226 of the Revised Statutes, 
‘as amended, is amended to read as 
follows 

“Sec. 3226. No suit or proceeding shall 
|be maintained in any court for the re- 
covery of any internal-revenue tax al- 





assessed or collected, or of any penalty 
|claimed to have been collected without 
| authority, or of any sum alleged to have 
| been excessive or in any manner wrong- 
fully collected until a claim for refund 
or credit has been duly filed with the 


| cording to the provisions of law in that 


fee, not in excess of the fee fixed by law! 


any record, entry, or other paper and the | 


leged to have been erroneously or illegally | 


|in making any return or paying any tax 
|under the internal-revenue laws, and (2) 
| furnished to the Unit 
ulations to be prescribed by the Commis- 
sioner with the approval of the Secretary, 
security approved by the Commissioner 
| that he will duly return and pay the tax 
|to.which the Commissioner's finding re- 
| lates, then such tax shall not be payable 
| prior to the time otherwise fixed for 
| payment. 


| Sec. 1106. Refunds of Miscellaneous Taxes 


the Revised Statutes, as 
jamended by adding at the 
the following: 


“The amount of the refund (in the case 


amended, is 
end thereof 


|of taxes other than income, war-profits, 
| excess- 


ffrofits, estate, and gift taxes) shall 
not exceed the portion of the tax, penalty, 


| or sum paid during the four years imme- 


diately preceding the filing of the claim, 
or if no claim was filed, then during the 
four years immediately preceding the al- 
lowance of the refund.” 


| (b) The amendment made by subsection 
(a) of this section to section 3228 of the 
Revised Statutes shall not bar from al- 
lowance a claim for refund filed prior to 
the enactment of this act which but for 
such enactment would-have been allowable. 


Sec. 1107. Adjustments of Carriers Tax 
Liabilities te Conform to Recapture 
Payments 


The Interstate Commerce Commission 
shall, as soon as practicable after its order 
|} with respect to the amount recoverable 
|from any carrier under the provisions of 
section 15a of the Interstate Commerce 
Act, as amended, for any year or portion 
thereof has become final, and such 
amount, if any, has been paid, certify to 
the Commissioner of Internal Revenue the 
amount so paid. If the amount so paid 
by such carrier differs from the amount 
allowed as~-so recoverable in computing 
the income or excess profits tax liabiilties 
for any taxable period of such carrier, or 
of any corporation whose income or ex- 
cess profits tax liability is affected, the 
Commissioner of Internal Revenue shall 
determine any deficiency or overpayment 
attributable to such difference. Notwith- 
standing anyother provision of law (1) 
any such deficiency may be assessed with- 
in two years from the date of such certifi- 
cation. and, if so assessed, shall be paid 
upon notice and demand from the col- 
}lector, and (2) any such overpayment 
|may be credited or refunded within two 
| years from the date of such certification, 
but not after unless, before the expira- 
tion of such period, a claim therefor is 
filed. This section shall not be held to 
affect the provisions of section 1106 (b) 
of the Revenue Act of 1926 or 606 of the 


ed States, under reg-'| 


| a) Subsection (a) of section 3228 of| 


of Treasury 


| The Secretary of the Treasury is au- 
thorized to designate agents in charge of 
divisions of internal revenue agents to 
act as special disbursing agents of the 
Treasury for the payment of all salaries 
and expenses of such divisions, on giving 
good and sufficient bond in such form 
and with such security as the Secretary 
of the Treasury may approve, notwith- 
standing section 3144, Revised Statutes, 
as amended. 


See. 1110. Refund of Taxes for Taxable 
Year 1918 

Section 284 (h) of the Revenue Act of 
1926 is amended to read as follows: 

“(h) “Except as provided in subdivision 
(d) this section shall not (1) bar from 
allowance a claim for credit or refund 
filed prior to the enactment of this Act 
which but for such enactment would have 
been allowable, or (2) bar from allowance 
a claim‘in respect of-a tax for ‘the taxable 
year 1918, 1919, or 1920 if such claim is 
filed before the expiration of five years 
after the date the return was due.” 


Sec. 1111. Definitions 


(a) When used in this Act— 

(1) The term “ *" means an in- 
dividual, a trust or~estate, a partnership, 
or a corporation. 

(2) The term “corporation’ includes 
associations, joint-stock companies, and 
insurance companies. 

(3) The term “partnership” includes a 
syndicate, group, pool, joint venture, or 
other unincorporated organization, through 
or by means of which any business, finan- 
cial operation, or venture is carried on, 
and which is not, within the meaning of 
this Act, a trust or estate or a corpora- 
tion; and the term “partner” includes a 
member in such a syndicate, group, pool, 
joint venture, or organization. 

(4) The term “domestic” when applied 
to a corporation or partnership means 
created or organized in the United States 
or under the law of the United States or 
of any State or Territory. 





(5) The term “foreign” when applied 
to a corporation or partnership means a 
corporation or partnership which is not 
domestic. 

(6) The term: “fiduciary” means a 
guardian, trustee, executor, administrator, 
receiver, conservator, or any person acting 
in any fiduciary capacity for any person. 

(7) The term “withholding agent” 
means any person required to deduct and 
withhold any tax under the provisions of 
section 143 or 144. 

(8) The term “stock” includes the 
share in an association, joint-stock com- 
pany, or insurance company . 

(9) The term “shareholder” includes-a 
member. in an association, joint-stock 
company, or insurance company. 


trust within the meaning of this~title if,| regard, and the regulations of the Sec- 


Revenue Act of 1928. (10) The term “United States” when 


assuming a subsequent sale by the trustee, | retary of the Treasury established in pur- | 
outside the United States and for cash,|suance thereof; but such suit or proceed- 
of the property so transferred, the profit,|ing may be maintained, whether or not| 
if any, from such sale would not be in-| such tex, penalty, or sum has been paid| 
cluded in the gross income of the trust| under protest or duress. No such suit or| 
under Title I of this act. proceeding shall be begun before the ex-/| 


used in.a geographical sense includes 
only the States, the Territories of Alaska 
and Hawaii, and the District of Columbia. 
(11) The term “Secretary” means the 
Secretary of the Treasury. 
(12) The term “Commissioner” means 


Sec. 1108. Limitation on Prosecutions 
for Internal Revenue Offenses 


(a) The Act entitled “An Act to limit 
the time within which prosecutions may 
be instituted against persons charged with 


Sec. 904. Payment 2nd Collection | piration of six months from the date of 
(a) The tax imposed by section 901) filing such claim unless the Commissioner 
shall, without assessment or notice and)|renders a decision thereon within that 
demand, be due and payable by the trans-|time ,nor after the expiration of two 
feror at the time of the transfer, and years from the date of mailing by regis- 
shall be assessed, collected, and paid un-| tered mail by the Commissioner to the 
der regulations prescribed by the Com- taxpayer of a notice of the disallowance of 
missioner with the approval of the Sec-|the part of the claim to which such suit 
retary. or proceeding relates.” 


(b) Under regulations prescribed by the| (b) Suits or proceedings instituted be- 
Commissioner with the approval of the fore the date of the enactment of this 
Secretary the tax may be abated, re- | act shall not be affected by the amend- 
mitted, or refunded if- after the transfer; ment made by subsection (a) of this sec- 
it has been established to the satisfaction | tion to section 3226 of the Revised Stat- 
of the Commissioner that such transfer| utes. In the case of suits or proceed- 
was not in pursuance of a plan having ings instituted on or after the date of 


as one of its principal purposes the avoid-| 
|of the claim to which such suit or pro-/ 


ance of Federal income taxes. 
(c) All administrative, special, or stamp 
provisions of law, including penalties and 


including the law relating to the assess- | 


ment of taxes, so far as applicable, are 
hereby extended to and made a part of 
this title. 


the enactment of this act where the part 


ceeding relates was disallowed before the 
date of the enactment of this act, the 
Statute of limitations shall be the same 
as provided by such section 3226 before 


its amendment by subsection (a) of this} 


| section. 
Date of Allowance of 


violating internal revenue laws,” approved 
July 5, 1884, as amended, and as reenacted 
by section 1110 of the Revenue Act of 
1926, is amended to read as follows: 


“That no person shall be prosecuted, 
| tried, or punished, or any of the various 
offenses arising under the internal reve- 
nue laws of the United States unless the 
indictment is found or the information 
instituted within three years next after 
the commission of the offense, except that 
the period of limitation shall be six 
years— 


“(1) For offenses involving the defraud- 


{conspiracy or not, and in any manner. 


ing or attempting to defraud the United 
States or any agency thereof, whether by 


the Commissioner of Internal Revenue. 

(13) The term “colector” means collec- 
tor of internal revenue. 

(14) The term-‘“‘taxpayer” means any 
person subject to a tax imposed by this 
Act. 

(b) The terms “includes” and “in- 
cluding” when used in a definition con- 
tained in this Act shall not be deemed 
to exclude other things otherwise within 
the meaning of the term defined. 

See. 1112. Separability Clause 

If any provision of this Act, or the ap- 
plication thereof to any person or circum- - 
stances, is -held invalid, the remainder 
of the Act, and the application of such 
provisions: to. other persons or circum- 


° | Sec. 1104. 
Title ViII—Postal Rates | Metund ar ‘Costit 
Sec. 1001. Postal Rates Where the Commissioner has (before or 
(&) On and after the thirtieth day after after the enactment of-this act) signed 
the date of the enactment of this act'a schedule of overassessments in respect 


“(2) For the offense of willfully at- 
tempting in any manner to evade or de- 
feat any tax or the payment thereof, and 
| “(3) For the offense of willfully aid- 
ing or assisting in, or procuring, counsel- 
ing, or advising, the preparation or pre- 
sentation under, or in connection with 
any matter arising under, the internal 
revenue laws, of a false or fraudulent 
return, affidavit, claim, or document; Passed the Senate with amendments 
(whether or not such falsity or fraud is|May 9°(calendar day, June 1), 1932. 
with the knowledge or consent of the| Attest: EDWIN P. THAYER, 
person authorized or required to present Secretary. 


a 


stances, shall not be affected thereby. 
Sec..1113. Effective Date of Act 
Except as otherwise provided, this Act 
shall take effect upon its enactment. 
Passed the House of Representatives 


April 1, 1932. 
Attest: SOUTH TRIMBLE, 


4 


Clerk. 





Kooteae 





